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THE  PROBLEM  AND  CONCLUSIONS 

The  Tariff  Act  of  1930  placed  a  duty  cf  7  cents  per  pound  on  cotton 
having  a  staple  of  l-l/s  inches  or  more  in  length  and  left  shorter  cotton  on 
the  free  list. 

The  production  of  long-staple  cotton  in  the  United  States  during  re- 
cent years  has  consisted  almost  entirely  of  Upland  cotton  with  a  staple  length 
up  1 0  about  I-II/32  inches  and  a  small  quantity  of  American  Egyptian  cr  Pima 
with  a  staple  length  of  around  I-I/E  to  1-3/4  inches.     During  the    7  years, 
1830-31  to  1936-37,  the  total  production  of  long-staple  Upland  in  the  United 
States  averaged  744,000  bales  or  about  5.9  percent  of  the  total  dom.estic  pro- 
duction of  cotton.    The  average  production  of  American  Egyptian  cr  Pima  during 
these  years  was  about  14,900  bales,  all  produced  in  Arizona,     The  combined 
production  of  long-staple  Upland  and  Pima  in  this  period  averaged  6,0  percent 
of  the  average  production  of  all  cotton  in  the  United  States, 

The  principal  foreign  cotton  that  com.petes  -.vith  long-staple  Upland  is 
Egyptian  cotton  about  l-l/s  inches  and  slightly  longer  in  staple  length,  called 
Uppers  throughout  this  report.     The  principa.1  foreign  cottons  that  compete  with 
Pima  are  Egyptian  Sakellaridis  and  other  somewhat  similar  Egyptian  cotton*  The 
analysis  is  divided,  therefore,  into  two  parts.     The  first  part  deals  with  the 
effect  cf  the  tariff  on  Egyptian  Uppers  and  American  long-staple  Upland,  both 
of  which  have  been  designated  for  the  purpose  cf  this  discussion  as  ordinary 
long-staple.    The  second  part  deals  with  the  effect  cf  the  tariff  on  Pima  and 
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imported  long-staple  cotton,  mostly  Egyptian  Sakellaridis  except  in  the  last 
3  or  4  years,  all  of  which  are  referred  to  as  extra  long-staple. 

Both  American  long-staple  Upland  and  Egyptian  Uppers  are  consumed  in 
large  quantities,  both  in  the  United  States  and  in  foreign  markets.     This  being 
true,  it  follows  that  the  reduction  in  the  consumption  of  Uppers  in  the  United 
States  due  to  the  duty  and  the  resulting  increase  in  the  domestic  consumption 
of  American  long-staple  cotton  would  tend  to  be  largely  offset,  as  far  as  its 
effect  on  the  price  of  Upland  is  concerned,  by  opposite  shifts  in  the  foreign 
consumption  of  these  two  growths.     The  mere  fact  that  American  long-staple 
Upland  is  on  an  export  basis  would  therefore  lead  to  the  expectation  that  the 
duty  would  have  much  more  effect  on  the  location  of  the  consuming  market  for 
this  cotton  than  on  the  price  at  which  it  moved  into  consumption. 

Tvj-o  entirely  different  methods  of  analyses  were  used  to  make  two  inde- 
pendent estimates  of  the  effect  of  the  duty  on  the  price  of  American  long- 
staple  Upland  cotton.     In  the  first  of  these  approaches,  the  maximum  effects 
of  the  duty  on  the  price,  consumption,  and  production  of  Egyptian  Uppers  were 
estimated  and  the  indirect  effect  of  these  changes  on  the  price  of  American 
long-staple  Upland  was  appi- cximated.     In  the  second  approach,  the  effect  of 
the  duty  on  the  premium  at  Kamphis  of  American  l-l/8-inches  over  7/8-inch 
cotton  was  estimated  and  this  effect  on  the  premium  was  translated  into  an 
effect  on  the  price  of  Upland  long-staple.    The  two  analyses  agree  in  indi- 
cating that  the  duty  raised  the  domestic  price  of  American  long-staple  Upland 
less  than  one-fourth  of  the  7-cent  duty  above  what  it  v/ould  have  been  without 
the  duty.     The  analysis  of  premiums  shavs  that  the  beneficial  effect  of  the 
duty  on  the  domestic  price  of  American  l-l/S  inch  cotton  was  undoubtedly  less 
than  1,8  cents  per  pound  on  the  average  in  the  7  post-duty  years.  This 
analysis  also  suggests  that  the  duty  may  have  raised  the  average  price  of 
this  cotton  only  0.2  cent  or  less  during  this  period  and  that  it  hardly  seems 
likely  to  have  raised  the  average  price  by  as  much  as  l/2  cent.    The  other 
analysis  indicates  that  the  duty  probably  benefited  the  price  of  the  dom- 
estic cotton  less  than  l/2  cent  per  pound.     It  is  believed  these  estimates 
are  a  liberal  statement  of  the  benefits  conferred  by  the  long-staple  cotton 
duty  on  the  price  of  American  long-staple  Upland  cotton. 

The  duty  caused  the  spread  between  the  price  of  Egyptian  Uppers  in 
New  England  and  in  Alexandria  to  be  approximately  7  cents  per  pound  greater 
than  it  would  have  been  in  the  absence  of  the  duty.    The  analysis  indicates 
that  most  of  the  effect  of  the  duty  on  this  spread  took  the  form  of  an  in- 
crease in  the  Now  England  price.     In  fact,  the  indications  are  that  the  duty 
caused  the  New  England  price  of  a  given  quality  of  Uppers  to  average  more  than 
6-3/4  cents  higher  and  the  Alexandria  price  less  than  I/4  cent  lo^jver  than 
would  have  been  the  case  in  the  absence  of  the  duty.     This  material  increase 
in  the  United  States  price  of  Egyptian  Uppers  resulting  from  the  duty  was,  as 
indicated  above,  associated  with  a  much  smaller  increase  in  the  price  of 
American  long-staple  Upland  thus  widening  the  margin  of  Uppers  over  Upland 
in  this  market. 

The  data  pertaining  to  extra  long-staple  cotton  (Pima  and  Sakellaridis) 
are  more  limited  and  apparently  less  satisfactory  from  the  standpoint  of 
accuracy  than  those  for  ordinary  long-staple  cotton  (American  long-staple 
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Upland  and  Egyptian  Uppers).     Furthemcre,  it  was  net  possible  tc  obtain  a 
usable  estiirate  cf  the  effect  cf  the  duty  cn  the  price  cf  Pima  from  an  analysis 
cf  preniuns  as  was  possible  in  the  case  of  Upland,    Despite  the  limitations 
cf  the  data,  the  analysis  cf  them  indicates  that  the  duty  resulted  in  at  least 
a  slightly  higher  price  of  Pina  than  otherwice  would  have  existed.     In  addition, 
a  ccinparioon  of  the  competitive  positions  of  Piiaa  und  cf  long-staple  Upland 
suggests  that  the  duty  probably  benefited  the  price  of  pima  at  least  as  much 
as,  and  possibly  more  than,  the  price  cf  .American  long-staple  Upland  cctt-on« 

The  diity -appears  to  hjiTs  caused  the  spread  betT.^een  the  United -States 
and  fcreign  price  of  a  given  quality  of  Egyptian  Sakellarldis  cotton  to 
average  about  7  cents  per  pcimd  greater  with  the  duty  than  it  would  have  with- 
out the  duty.    In  the  case  cf  Sakellaridis  it  appears  that  the  duty  caused  -a 
smaller  increase  in  the  United  States  price  and  a  larger  decrease  in  the 
fcreign  price-  thaji  Tfas  true  cf  Egyptian  Qppers, 

INTROLUCTION 

From- July  1,  1883  vmtil  the  Emergency  Tariff  Act  becam.e  effective  cn 
May  25,  1921  all  raw  cotton  was  free  of  duty.     In  seven  cf  the  tariff  acts 
prior  tc  1883  there  was  an  iiaport  duty  cn  cotton  ranging  all  the  way -from  l/2 
cent  to  5  cents  per  pound.    The  Energency  Tariff  Act  of  1921  imposed  a  duty  cf 
7  cents  a  pound  cn  cotton  1-3/8  inches  or  more  in  length  and  ccttcn  vrith  a 
shorter  staple  was  free.    This  duty  was  rem.oved  by  the  Tariff  Act  cf  1922 
which  became  eff-ective  cn  September  22  cf  that  year.     From  that  date  until  the 
1930  Tariff  Act  which  has  been  in  effect  since -June  18,  1930  all  raw  ccttcn 
was  again  -on  the  free  list.     The-  Tariff  Act  cf  1930  placed  a  duty  cf  7  cents 
per  pound  cn  raw  ccttcn  having  a  staple  of  I-I/8    inches  or  mere  in  length 
and  a  duty  cf  10  cents  per  pound  on  the  ccttcn  of  this  length  contained  in  all 
cotton  manufactures  except  rags,    Cctt-cn  shorter  than  l-l/s  inches  was  left  on 
the  free  list.    This  is  thj3  present  tariff  status  cf  long-. and  shcrt-staple 
cotxcn. 

In  the  tariff  revision  cf  1950,  those  who  asked  that  long- staple -cotton 
be  placed  on  the  dutiable  list  argued  that  if  imports  of  this  cotton  were  re- 
stricted, domestic  prcxiucers  Vv'ould  receive  higher  prices  for  their  long-staple 
ccttcn.  1/    They  were  net  interested  in  the  revenue  which  m.ight  result  from 
such  a  duty.    The  principal  if  not  the  entire  purpose  cf  the  tariff  ci:  ccttcn, 
therefore,  was  to  raise  the  price  that  ccttcn  producers  in  the  United  States 
receive  for  their  cctton.      It  is  principally  from  the  standpoint  cf  the  effect 
cf  this  d^aty  on  the  price  received  by  ccttcn  producers  in  the  United  States  that 
this  repcrt  is  vo-itten, 

1/  The  term  "Icng-stapie"  is  entirely  relative.     In  India  it  means  one  thing, 
in  Egypt  another,  ard  in  the  United  States  still  another,    Vfhen  applied  to 
American  ccttcn,  particularly  by  dcm-estic  buysrs  and  sellers,  it  is  rather 
generally  accepted  to  mean  ccttcn  l-l/S  inches  and  longer  in  staple  length. 
This  is  the  meaning  cf  the  term  throughout  this  ropcrt.     Ccttcn  with  a  staple 
length  of  1-1/8  to  1-11/32  inches,  hereafter  referred  to  as  ordinary  Icng- 
staple  cottcn,  is  distinguished  from  ccttcn  1-3/8  inches  and  up  in  staple 
length,  hereafter  referred  to  as  extra  long-staple  ccttcn. 
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During  recent  years  the  United  States  prcduction  of  long-staple  cotton 
has  consisted  almost  entirely  of  Upland  cotton  with  a  staple  length  up  to 
about  I-II/32  inches  and  a  small  quantity  of  Ame ri can- Egypt i an  or  Pima  with 
a  staple  length  of  around  I-I/2  to  1-3/4  inches.     Before  1919  the  domestic 
production  of  Sea  Island  cotton  amounted  to  as  much  as  50,000  to  120,000  run- 
ning bales  (of  around  400  pounds)  per  year.     This  cotton  was  of  the  very  finest 
quality  grown,  with  a  staple  from  1-3/8  to  2  inches  or  longer.     The  spread  of 
the  boll  weevil  into  the  area  where  Sea  Island  was  produced  and  the  nature  of 
the  plant  and  the  moisture  conditions  under  which  it  was  grown  resulted  in 
drastically  reduced  yields  per  acre.     Largely  as  a  result  of  the  lower  yields, 
production  had  declined  to  about  7,000  bales  by  1919  and  subsequently  to  al- 
most nothing.     Despite  a  material  increase  in  the  last  2  or  3  years,  due  in 
part  to  light  boll-wejvil  infestation  and  in  part  to  Federal  and  State  acti- 
vities designed  to  stimulete  the  production  of  Sea  Island  cotton,  the  crop  in 
1937  amounted  to  only  about  4,000  rurjiing  bales  and  during  the  7  years  ended 
1936  averaged  less  than  200  bales. 

At  present,  Mississippi  produces  most  of  the  Icng-staple  Upland  cotton 
grcvm  in  the  United  States.     During  the  7  years  1930-31  to  1936-37,  Mississippi 
produced  60,2  percent  of  the  long-staple  Upland  cotton  produced  in  this  country 
and  almost  as  large  a  proportion  of  the  total  domestic  long-staple  production 
(table  1),      During  these  years  the  average  production  in  Mississippi  was 
448,100  running  bales,    Arkansas  is  the  second  largest  producer  of  long-staple 
cotton,  with  an  average  production  of  90,600  bales  or  12,2  percent  of  the  total 
United  States  long-staple  Upland  production  during  the  7-year  period. 

The  combined  production  in  the  4  States,  South  Carolina,  California, 
Louisiana,  and  Texas,  averaged  23  percent  of  the  total  long-staple  crop  with 
the  production  in  no  other  single  State  averaging  more  than  9,100  bales  in  the 
7-year  period.    The  total  production  of  long-staple  Upland  for  the  United 
States  as  a  whole  averaged  744,000  bales  during  this  7-year  period.    This  con- 
stituted about  5.9  percent  of  the  total  domestic  production  of  American  Upland, 
Practically  all  of  this  long  staple  Upland  is  under  1-3/8  inches  in  staple 
length  and  is,  therefore,   ordinary  long-staple. 

In  contrast  to  Upland  long-stapl.3  cotton,  American-Egyptian  or  Pima 
cotton  is  all  over  1-3/8  inches  in  staple  length,  the  bulk  of  it  ranging  from 
I-9/I6  to  I-5/8  inches.    With  the  price  of  this  extra  long-staple  cotton  around 
$1,00    per  pound  in  the  early  part  of  1920  the  acreage  and  production  of  this 
cotton  jumped  to  the  highest  on  record.     The  production  that  year  amounted  to 
about  93,000  bales.     But  the  following  year  prices  declined  to  less  than  40  cents 
per  pound  resulting  in  an  acreage  decline  of  65  percent  and  a  drop  in  production 
to  37,000  bales.     Since  then  the  production  of  Pima  has  never  exceeded  33,000 
bales  and  in  1924  was  as  low  as  4,000  bales,     (Table  9.)       In  recent  years  all 
of  tte  production  of  this  cotton  has  been  confined  to  Arizona,    During  the  7 
years  1930-31  to  1936-37    the  average  prcduction  of  American -Egyptian  was  about 
14,900  bales,     (Table  9,)     This,  plus  the  average  production  of  long-staple 
Upland  during  the  same  period  (table  1),  gives  an  average  domestic  production 
of  all  long-staple  cotton  of  758,900  bales  which  is  equivalent  to  6,0  percent 
of  the  average  production  of  all  cotton  in  the  United  States  during  those 
years , 
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Mississippi  is  not  only  the  largest  long-staple  cot ten-producing  State, 
but  the  production  of  long-staple  cotton  represents  a  larger  proportion  of  the 
total  cotton  production  for  that  State  than  for  any  other  State,  (Table  1.) 
During  the  7  years  1930-31  to  1936-37  long-staple  cotton  averaged  about  one- 
third  of  the  quantity  and  a  much  larger  fraction  of  the  value  of  the  total 
cotton  crop  in  Mississippi,     In  Arizona,  long-staple  production,  including 
both  American-Egyptian  and  Upland,  averaged  about  21  percent  of  the  total 
cotton  production  for  the  State,     In  California,  long-staple  cotton  repre- 
sented 27  percent  of  the  total  during  the  above-mentioned  7  years.     In  all 
of  the  other  States  long-staple  Upland  cotton  represented  10  percent  or  less 
of  the  total  production  of  all  lengths,     (Table  1,) 

One  thing  which  makes  the  situation  in  respect  to  long-staple  cotton 
particularly  significant  -  despite  the  fact  that  the  average  production  of 
this  cotton  is  only  around  6  percent  of  the  total  domestic  production  of  •ot- 
tcn  -  is  the  fact  that  most  of    it  is  produced  in  concentrated  areas.  In 
Mississippi,  which  over  a  7-year  period  produced  around  GO  percent  of  the 
total  United  States  production  of  long-staple  cotton,  a  large  part  of  this 
cotton  is  produced  in  a  compareitively  small  area  knoivn  as  the  "Delta",  This 
area  is  composed  of  about  12  counties  lying  between  the  Mississippi  and  Yazoo 
rivers.     In  these  counties  a  very  large  proportion  of  the  cotton  produced  is 
long  staple. 

Practically  all  of  the  long-staple  cotton  grava  in  Arkansas  is  produced 
in  a  comparatively  few  counties.     In  Arizona  m.ore  than  three-fourths  of  the 
long-staple  cotton  is  produced  in  Maricopa  County  and  in  California  practically 
all  of  it  is  produced  in  five  counties.     In  South  Carolina  a  considerable  pro- 
portion of  the  long-staple  cotton  is  produced  in  and  around  Darlington  County. 

Where  the  production  of  a  given  crop  is  concentrated  in  a  few  areas 
and,  as  is  the  case  mth  long-staple  cotton  in  the  United  States,  most  of  the 
income  of  these  communities  comes  from  that  crop,  the  importance  of  the  econ- 
omic situation  relative  to  that  crop  is  somewhat  greater  than  where  the  same 
production  is  mere  widely  distribute(i.     For  instance,  the  welfare  of  a  large 
proportion  of  the  whole  population  of  the  Mississippi  Delta  is  dependent  upon 
the  long-staple  cotton  situation.    The  banks,  stores,  and  all  other  service 
organizations  and  those  dependent  upon  them  for  employment  are  therefore  al- 
most as  interested  in  the  effects  of  the  duty  on  long-staple  cotton  as  are  the 
farmers  themselves. 

As  is  generally  known,  Egypt  constitutes  the  chief  source  of  our  im- 
ports of  long-staple  cotton.     On  the  average,  during  the  7  years  preceding  the 
enactment  of  the  1930  Tariff  Act,  about  92  percent  of  the  imports  of  all  long- 
staple  cotton  into  the  United  States  came  from  Egypt,     In  Egypt  there  were  for 
a  number  of  years  two  rather  distinct  types  of  cotton, the  most  important  of 
which  was  grovm,  until  recently,  almost  entirely  in  the  upper  part  of  Egypt, 
and  became  known  thiroughout  the  cotton  trade  as  Uppers.     The  bulk  of  this 
cotton  is  ordinary  long-staple  cotton  or  l-l/S  to  1-11/32  inches  in  length. 
The  cotton  gro^vn  in  Lov/er  Egypt  has  for  the  most  part  always  been  of  longer 
staple  (mostly  extra  long-staple  1-3/8  inches  and  longer)  than  that  grown  in 
Upper  Egypt  so  that  for  many  years  there  were  two  contracts  for  Egyptian 
cotton  on  the  Alexandria  and  Liverpool  futures  markets.     On  one  of  these 
contracts,  Sakellaridis  and  related  varieties  (produced  mostly  in  Lower  Egypt) 
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are  tenderable  and  on  the  other  Ashmouni,  Zagora,  and  similar  varieties  (formerly- 
grown  largely  in  Upper  Egjrpt)  are  tenderable. 

In  view  of  the  differences  in  the  quality  of  Sakellaridis  end  Uppers, the 
even  greater  differences  betv/een  the  quality  of  domestic  long-staple  Upland  and 
American-Egyptian  or  Pima  cotton,  the  fact  that  Egyptian  Uppers  and  American 
long-staple  Upland  are  in  some  respects  similar  in  quality  and  are  generally 
considered  as  rather  directly  competitive  in  certain  uses  and  the  fact  that 
Sakellaridis  is  more  nearly  similar  in  quality  and  more  directly  competitive 
with  American -Egyptian  or  Pima  than  with  American  long-staple  Upland  2/,  it  was 
decided  that  the  effects  of  the  tariff  could  be  determined  and  discussed  more 
satisfactorily  by  dividing  the  analyses  into  two  parts. 

The  first  part  deals  with  ordinary  long-staple  Egyptian  cottons  re- 
ferred to  throughout  this  report  as  Uppers,  and  with  American  long-staple  Up- 
land,    The  second  part  deals  primarily  with  the  extra  long-staple  cottons, 
Sakellaridis  (and  other  Egyptian  cottons  similar  to  Sakellaridis  in  quality) 
and  American-Egyptian  or  Pima,     Because  of  its  relative  unimportance,  little 
attention  has  been  given  to  the  small  quantity  of  long-staple  cotton  imported 
from  Peru  and  other  countries,   other  than  Egypt, 

To  determine  the  exact  incidence  of  the  duty  on  the  domestic  price 
(the  absolute  increase  in  the  domestic  price  caused  by  the  duty)  as  it  pertains 
to  either  ordinary  long-staple  cotton  (Uppers  and  Upland)  or  to  extra  long- 
staple  (Sakellaridis  and  Pima)  it  would  be  necessary  to  know  the  extent  to 
which  domestic  and  foreign  consumers  and  producers  of  these  cottons  respond  to 
changes  in  the  prices  of  these  cottons  when  all  other  factors  affecting  pro- 
duction and  consumption  are  held  constant.    If  this  information  were  available, 
formal  use  could  be  made  of  what  has  been  called  the    equilibrium  method  3/  in 
determining  the  incidence  of  a  duty  on  the  price  of  the  domestic  cotton.  The 
great  advantage  of  this  method  if  it  could  be  applied  is  that  it  would  give  a 
simultaneous  solution  of  the  many  interacting  forces  generated  by  the  imposition 
of  the  duty  and  would  aid  in  avoiding  the  dangers  of  circularity  and  incomplete- 
ness of  reasoning  inherent  in  any  "one-at-a-t ime"  approach  to  the  problem.  Un- 
fortunately, much  of  the  basic  data  needed  for  the  application  of  this  method 
are  not  available.     For  instance,  there  arc  no  estimates  of  the  domestic  pro- 
duction or  stocks  of  American  long-staple  Upland  for  the  years  before  1928  and 
no  estimates  f cr  any  year  of  foreign  stocks  of  this  cotton  or  of  Egyptian  Uppers, 

2/  On  the  question  of  the  extent  to  which  American  long-staple  Upland  and 
Egyptian  Uppers  may  be  substituted  for  each  other,  see    Som.e  Phases  of  the  Long 
Staple  Cotton  Situation  in  the  United  States,     A,  M,  Agelastc,  W,  W,  Fetrow, 
and  C.  C.  Farrington,  1932,  U.  S.  Dept,  of  Agriculture,  p.  2,  and    Long  Staple 
Cotton,     U.  S,  Tariff  Commission,  p,  52. 

3/  An  explanation  of  the  equilibrium  method  of  determining  the  incidence  of  a 
duty  as  applied  to  homogeneous  commodities  is  contained  in  an  article  entitled 
"Correct  and  Incorrect  Methods  of  Determining  the  Effectiveness  of  the  Tariff" 
by  Henry  Schultz,  Journal  of  Farm  Economics,  Vol.  XVII,  No.  4,  Nov,  1935.  This 
method  hxs  been  used  in  the  last  section  of  this  report  to  estimate  a  limit  on 
the  possible  incidence  of  the  duty  on  the  price  of  Egyptian  Uppers. 
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In  the  absence  of  the  data  needed  for  the  fcrmal  application  of  the 
equilibrium  method,  it  has  been  necessary  to  use  what  might  be  termed  "sub- 
stitute methods".    All  approaches  to  the  problem  are  characterized,  as  to 
method,  by  what  may  be  called  a  search  for  usably/-  small  limiting  factors.  For 
instance,  one  approach,  which  m.ay  be  called  the  premium  analysis,  shows  that 
the  premium  of  long-staple  Upland  over  American  7/8-inch  cotton  is  itself  nec- 
essarily an  upper  limit  on  the  increase  in  the  price  of  Upland  that  could  have 
been  caused  by  the  duty  in  the  post-duty  period.     As  it  happens  that  this  pre- 
mium was  but  a  minor  fraction  of  the  7-cent-per-pound  duty  in  the  7  seasons 
since  the  duty  became  effective,  this  upper  limit  on  the  price  incidence  of  the 
duty  on  AmericEoi  long-staple  Upland  turns  cut  to  be  small  enough  to  be  very 
useful.    This  approach,  however,  could  not  be  used  in  the  analysis  of  the  ef- 
fect of  the  duty  on  Pima  cotton. 

Another  type  cf  approach  used  in  this  report,  in  analyzing  the  incidence 
of  the  duty  on  ordinary  long-staple  as  v/ell  as  on  extra-lcng-staple  domestic 
cotton,  was  indirect  in  that  it  involved  an  analysis  of  the  effect  of  the  duty 
on  t  he  price,  consumption,  and  production  cf  the  imported  cotton  before  the 
repercussions  of  these  ef feces  on  the  prices  of  American  long-staple  Upland 
and  Pima  were  studied.     This  v;as  done  becauso  any  i.fft-ct  the  duty  may  have  had 
on  American  ordinary  or  extra  long-staple  cotton  must  necessarily  have  arisen 
cut  of  the  effect  of  the  duty  on  the  price,  production,  and  consumption  of  the 
competitive  imported  cottons. 

In  analyzing  the  effects  of  the  duty,  both  in  the  case  cf  ordinary  long- 
staple  cotton  (Uppers  and  Upland)  and  extra  long-staple  cotton  ( Sakellaridis 
and  Pima),  the  first  step  vras  the  application,  to  the  imported  cotton,  of  the 
so-called  price-differential  method  of  determing  the  effects  of  a  duty.  This 
method  consists  of  comparing  the  difference  between  the  domestic  and  foreign 
prices  of  the  imported  cotton  before  the  duty,  with  the  difference  after  the 
duty,  to  find  whether  this  margin  Ims,  or  has  not,  widened  by  the  full  amount 
of  the  duty.    After  allowing  as  far  as  possible  for  non-duty  factors  that  might 
have  affected  the  differential,  it  is  then  possible  to  determine  whether  the 
domestic  price  of  the  imported  cotton  has,  or  has  not,  been  raised  relative  to 
the  foreign  price  by  the  full  amount   cf  the  duty. 

This  approach  does  net  reveal,  cf  course,  the  absolute  increase  in  the 
dcmest  ic  pr  ice  caused  by  the  duty,  since  even  if  the  differential  v/ere  Tn- 
creased  by  the  fUll  amount  of  this  duty  (as  a  result  of  its  imposition)  it 
would  net  follow  that  the  duty  had  raised  the  dom.estic  price  by  the  full  amount 
of  the  duty.    This  is  becauso  the  duty,  by  reducing  imports,  tends  to  depress 
the  foreign  price  of  the  imported  cotton. 

The  next  step  was  an  attempt  to  estins^te  the  absolute  increase  in  the 
domestic  price  cf  the  imported  cotton  caused  by  the  duty. 

Next,  an  attempt  was  made  to  estimate  the  probable  range  within  which 
the  consum.pticn  cf  Egyt>tian  Uppers  and  Sakellaridis  was  decreased  by  the  duty,4/ 

4/  The  effect  on  domestic  instead  of  fcreign  consumption  v^as  first  studied  be- 
cause more  information  conceming  domestic  consur.ption  is  available.     The  effect 
of  the  duty  on  consumption  was  studied  before  its  effect  on  price  because  of  the 
larger  fluctuations  in  price  arjd  tie  greater  difficulty  of  accounting  for  the 
changes  that  have  occurred. 
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The  effect  of  the  duty  cn  the  consumption  of  the  imported  cottons  was  esti- 
mated by  eliminating  the  effects  of  other  factors  affecting  consumption  v/hich 
were  unaffected  or  negligibly  affected  by  the  duty.     Finally,  the  effects  of 
changes  in  the  consiimpti on  and  prices  of  the  imported  cottons  on  the  consump- 
tion and  prices  of  the  competitive  domestic  cottons  were  estimated. 


EFFECTS  OF  DUTY  ON  EGYPTIAN  UPPERS  AND  AMERICAN  LONG-STAPLE  UPLAND 

Effects  on  Egyptian  Uppers 

Effect  on  Uppers  intar-market  price  differential,-    The  price  of  Egyptian 
Uppers  at  New  England  l"iT]  points  and"  at  Alexandria  before  and  after  the  impo- 
sition of  the  7-cent-p'^r-pound  duty  on  long-staple  cotton  is  shcvm  in  figure  1, 
Except  possibly  for  snort  periods  of  time,  the  spread  between  these  two  prices 
would  be  about  equal  to  the  freight,  duty,  and  ether  costs  of  delivering  the 
cotton  to  New  England  Mill  Points  from  Alexandria  if  this  cotton  continued  to 
be  imported  and  if  the  quoted  prices  in  both  markets  were  adequate  as  to  quality, 
volume,  time,  and  other  factors  affecting  comparability.     This  v/ould  be  true 
because  importers  could  net  long  afford  to  import  this  cotton  and  sell  it  for 
less  than  the  foreign  price  plus  the  costs  of  delivering  it  to  llevr  England  Mill 
Points  and  because  competition  r/ould  prevent  the  importers  from  being  able  to 
charge  much  more  than  this  amount  for  any  considerable  period  of  time.  Under 
such  circumstances  it  would  be  expected  that  prior  to  the  levying  of  duty  the 
quoted  price  in  New  England  would  exceed  the  price  in  Alexandria  by  the  freight 
and  other  non-duty  costs  of  im.portation  and  that  after  the  imposition  of  the 
duty  the  spread  would  be  T.lder  than  before  by  the  amount  of  the  duty  if  that 
were  the  only  cost  of  importation  that  had  changed. 

Ocean  freight  and  other  non-duty  costs  of  importation  are  much  smaller 
than  the  duty  and  it  is  therefore  safe  to  conclude  that  any  change  in  these 
costs  (whether  due  to  changes  in  ocean  freight  rates  or  other  costs  or  due  to 
the  effect  of  the  Egyptian  currency  devaluation  of  1931  on  the  dollar  state- 
ment of  those  costs)  that  may  have  occurred  since  the  duty  went  into  effect 
would  be  very  small  compared  with  the  duty.    Any  change  that  may  have  taken 
place  since  the  duty  went  into  effect  would  probably  be  a  reduction  because 
the  worldwide  depression  reduced  the  freight,  interest,  and  probably  some  of 
the  other  non-duty  costs  of  getting  this  cotton  from  Alexaiidria  to  Nevj-  England 
Mill  Points, 

The  principal  factors  other  than  non-duty  costs  of  importation  that 
might  tend  to  prevent  the  spread  betvreen  the  price  of  Egyptian  Uppers  in  New 
England  and  the  price  in  Alexandria  from  widening  by  exactly  the  amount  of  the 
duty  following  the  imposition  of  the  duty  are  as  follavs;     The  price  quoted  in 
one  or  both  of  the  m.arkets  might  not  be  representative  of  the  actual  prices  at 
which  Egyptian  Uppers  is  traded  in  those  markets.     At  times  domestic  prices  of 
Uppers  have  been  mere  or  less  nominal  due  to  the  absence  of  actual  transactions. 
The  relative  quality  of  Uppers  quoted  in  the  two  markets  might  on  the  average 
have  changed  somewhat  after  the  imposition  of  the  duty.    Finally,  as  it  takes 
a  considerable  length  of  time  to  ship  cotton  from  Alexandria  to  the  United 
States  the  two  current  prices  might,   ever  short  periods  of  time,  differ  by  an 
amount  other  thcji  the  total  current  costs  of  importation. 
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An  examination  of  the  prices  plotted  in  figure  1  shews  that  in  the  94 
months  from  August  1922  through  May  1930,  during  which  period  all  cotton  was 
on  the  free  list  except  l-»3/8  ihch  and  longer  which  was  dutiable  during  August 
and  most  of  September  1928,  the  price  of  Fully  Good  Fair,  Egyptian  Uppers,  in 
l^ew  England  averaged  3,4  cents  per  pound  higher  than  in  Alexandria,  Imports 
of  Egyptian  Uppers  continued,  though  at  reduced  volumes,  after  the  imposition 
of  the  7-cent  duty  in  June  1930.  (Table  2.)      If  there  had  been  no  change  in 
any  other  factor  affecting  the  inter-market  price  spread,  the  differential 
should  have  averaged  7  cents  more  than  before  the  duty,  or  10,4  cents  per 
pound.     If  the  first  3  months  following  the  imposition  of  the  duty  are  omitted 
to  allow  for  the  lag  in  the  adjustment  in  the  price  spread  that  was  made  pos- 
sible by  the  reduction  in  domestic  stocks,  the  inter-market  price  spread 
actually  averaged  10,1  cents  per  pound  in  the  82  months,  October  1,  1930- 
July  31,  1937,  since  t]ie  duty  was  enacted.     In  other  v^ords,  the  inter-market 
price  sp>j^d  has  widened  about  6,7  cents  per  pound,  or  by  an  amount  slightly 
less  than  the  duty.     The  failure  of  the  actual  spread  to  widen  by  more  nearly 
the  exact  amount  of  the  7-cent  duty  was  believed  to  have  been  due  to  changes 
in  the  other  mentioned  factors  affecting  the  spread.    Consequently,  it  is  be- 
lieved that  the  7-cent  duty  caused  the  spread  between  the  United  States  and 
foreign  price  of  a  given  quality  of  Uppers  to  have  averaged  very  nearly  7  cents 
per  pound  greater  during  the  7  post-duty  years  than  would  have  been  the  case 
without  the  duty. 

Effect  of  duty  on  price  of  Egyptian  Uppers ,-    The  increase  in  the  inter- 
market  price  spread  caiTsed  by  the"  duty  is  only  of  incidental  interest  in  analy- 
zing the  effect  cf  the  duty.     Insofar  as  the  price  effect  is  concerned,  the 
really  important  thing  is  to  determine  the  incidence  of  the  duty,  that  is,  the 
extent  to  which  tho  United  States  price  was  increased  and  the  foreign  price 
was  decreased  by  the  duty.     In  other  words,  the  increase  in  the  spread  between 
the  two  markets  may  have  been  brought  about  not  only  by  raising  the  domestic 
price  above  what  it  would  have  been  without  the  duty  but  also,  in  part,  by  a 
lov;ering  of  the  foreign  price. 

It  is  believed  that  most  cf  the  absolute  effect  or  incidence  of  the  7- 
cent  duty,  as  far  as  the  price  of  Egyptian  Uppers  is  concerned,  took  the  form 
of  an  increase  in  the  United  States  price  of  Egyptian  Uppers  and  that  only  a 
minor  fraction  took  the  form  of  a  reduction  in  the  foreign  price.    The  inci- 
dence of  any  duty  is  determined  by  the  relative  size  cf  the  domestic  and  foreign 
market  for  the  commodity  and  by  differences  in  the  degree  to  which  domestic  and 
foreign  consimirs  and  producers  react  to  changes  in  the  price  of  the  product, 5/ 
The  relative  size  cf  the  domestic  and  foreign  markets  is  especially  significant 
in  estimating  the  price  incidence  of  the  duty  in  cases,  such  as  the  present  one, 
in  which  the  difference  in  size  is  very  great.     In  the  7  post-duty  years  the 
United  States  imports  of  Uppers  were  only  about  3.3  percent  of  estimated  foreign 
consumption  of  Uppers.  ^    On  the  assumption  that  a  given  percentage  change  in 
price  will  cause  about  the  same  percentage  change  in  consumption  and  production 
in  this  market  as  in  the  foreign  market,  the  fact  that  the  estimr.ted  foreign 

^  See  pages    6  and  49. 

6/  Using  for  foreign  consumption  the  production  less  United  States  imports, 
TTable  2.) 
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consumption  is  about  30  tiross  as  large  as  the  United  States  consumption  (as 
represented  by  imports)  would  indicate  that  the  duty  probably  raised  the  dom- 
estic price  of  Uppers  much  more  than  it  lavered  the  foreign  price.    This  is 
because  if  the  foreign  consumption  is  30  times  as  large  as  our  imports,;  the 
decrease  in  United  States  imports  caused  by  the  duty  wi'll  bo  one-thirtieth  as 
large  a  percentage  of  foreign  consumption  as  it  will  be  of  imports. 

This  tendency  cf  the  difference  in  the  size  of  the  markets  to  throvr  the 
price  incidence  of  the  duty  on  the  domestic  price  is,  if  anything,  probably 
augmented  rather  than  reduced  by  the  relationships  existing  between  the  degree 
to  which  domestic  and  foreign  producers  and  consumers  react  to  changes  in  the 
price  of  Uppers,      It  is  believed  that  foreign  consumption  of  Egyptian  Uppers 
would  change  by  a  larger  percentage  th£i.n  would  domestic  consumption  as  a  result 
of  a  given  percentage  change  in  price  7^  and  certainly  the  foreign  production 
of  Uppers  is  more  responsive  to  price  changes  than  is  the  domestic  production 
since  none  is  produced  in  this  country.    These  relationships  between  the  dom- 
estic and  foreign  elasticities  of  demand  and  supply  would  tend  to  supplement 
rather  than  offset  the  relative  smallness  of  the  United  States  market  in  placing 
most  of  the  incidence  of  the  duty  on  the  United  States  price  of  Egyptian  Uppers, 

The  conclusion  that  "most"  of  the  price  effect  of  the  duty  on  Uppers  took 
the  form  of  an  increase  in  the  domestic  price  of  Uppers  rather  than  the  form  of 
a  decrease  in  the  foreign  price,,  would  seem  to  be  sufficiently  supported  by  the 
facts  of  the  great  difference  in  the  size  of  the  markets,  by  the  fact  that  the 
foreign  supply  cf  Uppers  is  necessarily  more  elastic  than  the  domestic  supply 
of  Uppers,  and  by  an  assvimption  based  on  general  reasoning  that  the  foreign  de- 
mand is  probably  more  elastic  than  the  domestic  demand,    A  more  technical  anal- 
ysis giving  proper  v/eights  to  these  facts  and  assumptions  is  required  as  a  basis 
for  any  attempt  to  set  a  limit  on  what  the  word  "most"  means.    This  is  pre- 
sented in  the  last  section  of  the  report  and  indicates  that  it  seems  conserva- 
tive to  estimate  that,  in  the  post-duty  period,  the  New  England  price  cf 
Egyptian  Uppers  averaged  at  least  6-3/4  cents  higher  and  the  Alexandria  price 
less  than  1/4  cent  lower,  than  would  have  been  the  case  in  the  absence  cf  the 
duty. 

Effect  cf  the  duty  on  domestic  consumption  of  Egyptian  Uppers ,-    It  was 
stated  above  that  in  crder~Tc  estimate  the  effect  of  the  duty  on  the  price  cf 
American  long-staple  it  would  be  necessary  first  to  study  its  effect  on  Egyptian 
Uppers  since  any  effect  the  duty  might  have  on  the  domestic  cotton  would  nec- 
essarily arise  cut  cf  its  effects  cn  the  imported  cotton.     It  was  fouivi  in  the 
preceding  section  that  the  duty  probably  raised  the  domestic  price  and  lowered 
the  foreign  price  cf  Uppers  relative  to  what  they  would  have  been  without  the 
duty.    The  effect  of  changes  in  the  price  cf  Egyptian  Uppers  on  the  price  cf 
American  long-staple  Upland  is  dependent  upon  the  effect  of  the  changes  in  Up- 
pers price  on  the  consumption  of  American  long-staple  Uplai.d.    The  increase  in 
the  United  States  price  of  Egjrptian  Uppers  resulting  from  the  duty  undoubtedly 
caused  the  domestic  consumption  of  American  long-staple  Upland  to  be  larger  than 
it  wculd  otherwise  have  been,  S/    But  the  decrease  in  the  foreign  price  cf  Uppers 

7/  See  page  45l 

S/  See  the  decrease  in  the  ratio  of  Uppers  to  total  cotton  and  the  increase  in 
the  ratio  of  American  long-staple  Upland  to  total  cotton  used  in  tires  (table  4) 
and  thread  (table  6), 
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caused  by  the  duty,  had  the  opposite  effect  on  the  foreign  consumption  of  the 
American  cotton  and  to  determine  the  effect  on  the  price  , of  the  American  long- 
staple  of  these  opposite  changes  in  consumption  it  is  necessary  to  estimate  the 
net  change  in  world  consumption  of  American  Upland  caused-  indirectly  by  the  duty. 

But  as  the  domestic  consumption  of  Egyptian  Uppers  .is  largely  confined  to 
a  single  industry,  whereas  that  of  American  Upland  is  not  so  highly  concentrated, 
more  information  is  available  concerning  factors  affecting  the  domestic  con- 
sumption of  Egyptian  Uppers  than  is  available  that  relates  to  the  domestic  con- 
sumption of  American  Upland,    For  this  reason  the  effect  of  the  duty  on  the 
domestic  and  foreign  consumption  of  Uppers  is  first  estimated  and  from  this, 
inferences  are  drawn  concerning  the  indirect  effect  of  the  duty  on^the  world 
consumption  and  price  of  Upland  rather  than  attempting  to  estimate  directly  the 
effect  on  American  long-staple  Upland  consumption  and  price  of  the  changes  in 
Uppers  prices  caused  by  the  duty. 

The  Tariff  Commission  estimates  9/  that  in  1932,  92,4  percent  of  the 
Egyptian  Uppers  cotton  consumed  in  the  United  States  was  used  in  the  production 
of  tire  fabric,  5,3  percent  in  thread,  and  2,3  percent  in  fine  goods  and  other 
products.     Therefore,  in  that  year  the  tire  and  thread  industries  consumed  al- 
most 98  percent  of  the  Uppers  cotton.    Though  conditions  before  and  after  1932 
were  undoubtedly  different,  it  is  believed  that  changes  in  the  consumption  of 
Uppers  in  tires  and  thread  may  reasonably  be  taken  as  representative  of  changes 
in  the  total  consumption  of  Uppers  in  the  United  States, 

Based  on  calendar  year  data  it  is  estimated  that  the  total  raw  cotton 
content  of  tire  fabric  consxamed  in  the  United  States  in  the  two  seasons  begin- 
ning August  1,  1928  averaged  640,000  bales  (table  3).     Similarly  it  is  estimated 
that  in  the  7  post-duty  years  beginning  August  1,  1930,  the  raw  cotton  content 
of  tire  fabric  consumed  averaged  only  491,000  bales,  a  d-ecline  of  149,000  bales. 

The  duty  en  long-staple  cotton  cannot  be  held  responsible  for  any  signifi- 
cant fraction  of  the  decline  in  the  total  cotton  used  in  tires.     It  could  only 
affect  this  total  in  two  ways,  neither  of  which  seems  likely  to  have  occurred  to 
an  appreciable  extent.     The  duty,  by  raising  the  price  of  that  portion  of  the 
cotton  used  in  tires  which  is  long-staple,  might  have  caused  less  cotton  to  be 
used  per  average  tire.    Secondly,  the  increase  in  the  price  of  long-staple  cotton 
caused  by  the  duty  might  have  had  no  effect  on  the  cotton  content  per  average 
tire  but,  by  raising  the  price  of  tires,  might  have  reduced  the  number  of  tires 
consumed. 

It  seems  improbable  that  the    7-cent-per-pcund  duty  is  accountuble  for 
any  important  part  of  the  149,000-bale  reduction  in  the  use  of  cotton  in  tires 
as  far  as  its  effect  on  the  cotton  cent ant  of  the  average  tire  is  concerned.  In 
1928  only  30  percent  of  the  cotton  used  in  tTres  was  1-1/8  inches'  ax.d  long"e"r 
(table  4)t    Assuming  this  percentage  remained  about  the  same  up  to  the  time  of 
the  imposition  of  the  duty,  only  30  percent  of  the  cotton  used  in  tires  could 
have  been  significantly  affected  by  tho  duty,-    Of  this  30  percent,  almost  a 
third  or  8-1/2  percent  of  the  total  was  i'vmericaai  long-staple  Upland,  the  price 
of  which  another  analysis,  independent  rf  this  one  lo/,  will  shov/  could  not 

97    Long-Staple  Cotton,    ^U.  S,  Tariff  CcmTnissicn,  1925-,  p,  55, 
10/  See  figure  2  and  pages  22  to  25, 
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have  been  increased  by  the  duty  more  than  1.8  cents  per  pound  in  the  post-duty 
period.    Even  assuming  the  price  of  this  cotton  was  raised  by  this  maximiim 
amount,  the  increase  would  have  been  only  about  18,3  percent  of  the  price  which 
under  this  assum.ption  vfould  have  existed  for  this  cotton  in  the  7-year  post- 
duty  period  had  there  been  no  duty.      The  other  21-1/2  percent  of  long-staple 
cotton  was  mainly  Eg\'ptian  Uppers  and  on  this,  the  7-cent  duty,  if  it  had 
raised  the  domestic  price  by  the  total  am.ount  of  the  duty,  would  have  raised 
it  about  46,8  percent  of  the  average  post-duty  price  that  would  havo  existed 
under  this  assumption  in  the  absence  of  the  duty.    Both  the  18,3  and  the  46,8 
percent  are  the  maximum  rather  than  the  probable  effects  of  the  duty  on  the 
prices.     Thus,  the  price  of  70  percent  of  the  total  cotton  used  in  tires  was 
unaffected  by  the  duty;  the  price  of  8»l/2  percent  was  raised  less  than  18,3 
percent;  and  the  price  of  21-1/2  percent  was  raised  less  than  46,8  percent. 

Combining  these  figures  indicates  that  the  duty  raised  the  cost  of 
cotton  in  the  average  tire  less  than  11,6  percent.     It  is  believed  that  even 
this  maximum  increase  in  the  cost  of  cotton  used  in  tires  would  not  signifi- 
cajitly  affect  the  cotton  contont  of  the  average  tire.    Changes  in  the  average 
cotton  content  per  tire  are  believed  to  occur  only  with  th^;  discovery  of  sub- 
stitutes for  cotton  or  of  im.proved  methods  of  tire  design  and  manufacture.  An 
abnormally  Mgh  price  for  cotton,  if  maintained  over  a  long  period,  m.ight  af- 
fect manufacturing  practices  in  this  respect.     But  it  is  believed  that  the 
rate  of  technological  de-vel  opment  in  the  tire  industry  has  been  but  slightly 
affected  by  any  change  in  the  price  of  cotton  ll/  that  might  have  resulted 
from  the  7-cent  duty. 

Neither  is  it  believed  that  the  duty  hr,d  any  significant  effect  on  the 
domestic  consumption  of  cotton  in  the  tire  industry  through  its  effect  on  the 
consumpti on  of  tires.    This  conclusion  is  basec^  on  the  assiimption  that  even 
if  tht-  duty  had  raised  the  price  of  the  cotton  used  in  producing  tires  as  much 
as  11.6  percent,  the  resulting  increase  in  the  cost  of  a  tire  would  have  been 
so  small  as  to  have  had  a  negligible  effect  on  the  number  of  tires  consumed, 
and  therefore  a  negligible  effect  on  the  consumption  of  cotton  in  tiros.  The 
reasonableness  of  this  assumption  is  indicated  by  the  tv/o  follov;-ing  paragraphs: 

It  is  estimated  that  on  the  average,  during  the  7  post-duty  years,  1930- 
36,  most  of  the  imported  cotton  over  I-I/8  inches  in  staple  length  was  used  in 
the  production  of  truck  and  bus  tires  12/,      It  is  also  estimated  that  most  of 

11/    Cotton  Used  in  Tire  Fabrics^     R.  J,  Cheatham  and  A.  M.  DuPre',  U.  S.  Dept. 
of  Agriculture,  1937,  p.  15.  (Mimeographed,) 

12/    The  principal  use  of  the  165,000  bales  of  Uppers  at  present  (1929)  is  in 
tire  cloth  for  the  better  quality  automobile  tires,  particularly  such  as  are 
used  on  busses  and  airplanes."    (Tariff  Readjustment,  1929,  Hearings  before  the 
Committee  on  Ways  and  Means,  70th  Congress,  2d  session,  p,  8473,    Testimony  of 
K.  F.  Lippett,  representing     Cotton  Manufacturers '  Assn.).     "The  cord  fabric 
of  most  passenger  car  tires  is  irade  from  cotton  of  1  inch  to  I-I/I6  inches  in 
length,  while  cotton  1-3/32  inches  and  longer  goes  mostly  into  tires  for  trucks 
and  busses,  although  there  is  some  overlapping  in  the  case  of  light  truck  amd 
extra-quality^  passenger  car  tires."    (Cotton  Used  in  Tire  Fabric,  R,  J, Cheatham 
and  A.  M.  Du^re',  U,  S.  Dept.  of  Agriculture,  1937,  p.  16).     "These  cottons  (for- 
eigh  grovrbhs  and  Pim.a)  are  ncv/  used  principally  in  the  cord  fabric  of  heavy- 
duty,  high-speed  truck  and  bus  tires  and  in  some  of  the  most  expensive  passenger 
car  tires."    (Previous  source,  p,  6.) 
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the  cotton  in  the  average  truck  and  bus  tire  vras  I-I/B  inches  or  longer  during 
this  period  13/,      Finally  it  is  estimated  that  but  a  small  percentage  of  the 
cotton  in  the  average  passenger  car  tire  is  long~staple.    For  these  reasons, 
it  is  safe  to  assume  that  if  it  can  be  shown  that  the  duty  had  practically  no 
effect  on  the  consumption  and  production  of  truck  and  bus  tires  where  most  of 
the  cotton  used  is  long-staple  it  would  necessarily  follov;  that  the  duty  had 
even  less  effect  on  the  consumption  of  passengor-car  tiros.    Therefore,  the 
effect  of  the  duty  on  the  consumption  of  truck  and  bus  tiros  will  bu  analyzed 
before  conclusions  are  reached  concerning  its  effect  cii  the  production  of  all 
tires. 

It  is  estimated  that  in  the  7  post-duty  years  the  average  truck  and  bus 
tire  contained  around  10  pounds  of  raw  cotton  l-l/S  inc?ies  or  more  in  length  14/, 
It  is  not  known  what  percentage  of  this  cotton  was  American  or  foreign  cotton. 
But  even  assuming  the  7-cent  duty  raised  the  price  of  both  the  dom.estic  and 
imported  long-staple  cotton  in  a  truck  and  bus  tire  7  cents  per  pound  the  in- 
crease in  the  cost  of  raw  cotton  used  in  the  average  truck  and  bus  tire  due  to 
the  duty  would  have  been  about  70  cents.     This  70  cents  may  be  compared  with 
an  estimated  post-duty  average  retail  price  of  truck  and  bus  tires  of  about 
$21    is/.    The  70  cents  is  only  3,3  percent  of  the  average  retail  price  of  $21, 
Furthermore,  truck  tires  go  into  consuinption  as  one  cf  several  joint  expenses 
incurred  in  producing  truck  transportation.    The  70  cents,  therefore,  should 
be  com.pared  with  total  truck  operating  costs  rather  than  to  the  cost  of  the 
tire  only.    Tire  and  other  operating  costs  will  vary,  of  course,  v;ith  the  size 
of  the  truck,  the  type  of  operation,  and  other  factors. 

Cost  studies  of  large  commercial  fleets,  as  published  in  trade  Journals, 
indicate  that  tire  cost  as  a  percent  cf  operating  and  maintenance  costs  in- 
cluding drivers*  wages,  range  from  as  lev/  as  5-l/2  percent  in  the  ofese  of  1/4 
and  l/2-ton  pick-up  trucks  to  as  high  as  11,6  percent  in  the  case  of  6-wheel, 

13/    "Many  tire  manufacturers  believe  that  Egyptian  ccttcns  are  necessary  to 
give  the  required  fabric  strength  for  bus  and  large  truck  tires.    This  opinion, 
although  held  by  the  majority,  does  net  appear  to  be  universal,"      (Long  Staple 
Cotton,     U,  S.  Tariff  Comirdssion  Report  No.  85,  Second  Series,  1935,  p,  60). 
14/  This  estimate  excludes  those  very  small  trucks  which  use  6,00x16  and  6,50x 

tires  -  such  tires  as  are  used  principally  on  passenger  cars.  Unpublished 
data  on  the  production  cf  each  passenger-car  tire  cf  given  size  and  number  of 
plies  (incl\idin^;  the  6,00x16  and  the  6,50x16)  and  cn  the  weight  of  the  fabric 
in  each  kind  cf  tire  were  combined  to  obtain  total  f'j.bric  in  passenger  car  tires. 
This  was  raised  to  equivalent  raw  ccttcn  by  allowing  14  percent  for  waste  in 
manufacture,      Tctal  raw  cotton  in  passsnger-car  tires  was  deducted  from  total 
raw  cotton  in  all  tires  (table  3)  to  derive  total  ccttcn  in  t ruck  and  bus  tires. 
It  was  assumed  on  the  basis  of  material  in  footnotes  12  and  13,  and  supple- 
mentary qualitative  information,  that  90  percent  of  this  was  long-staple  cctton, 
15/  Retail  prices  cf  truck  and  bus  tires  cf  given  size  and  number  of  plies 
as  published  in  catalogues  cf  large  mxiil  order  hcuses  were  weighted  by  un- 
pulilished  information  concerning  the  number  of  each  size  tire  produced.  The 
1935  Census  of  Manufactures    reported  the  average  wholesale  value  per  truck 
and  bus  pneumatic  casing  as  $16,63, 


-  15  - 


10-tire,  10-ton  trucks.     The  basis  of  the  above  percentages  excluded  deprecia- 
tion, taxes,  licenses,  and  other  fixed  charges.     If  fixed  charges  could  be  in- 
cluded, these  percentages  would  be  even  smaller.    Vlith  tire  cost  less  than  from 
5-I/2  to  11,6  percent  of  the  total  cost  of  producing;  truck  and  bus  transporta- 
tion, an  increase  in  tire  cost  of  3,3  percent,  as  a  result  of  the  duty,  would 
constitute  an  increase  in  the  costs  cf  operating  a  truck  of  less  than  from  2/lO 
to  4/10  cf  1  percent.    The  effect  of  such  an  increase  in  costs,  even  if  it 
could  be  reflected  in  rates,  would  have  a  negligible  affect  on  the  use  of  truck 
transportation  by  shippers  and,  therefore,  it  is  concluded  that  the  duty  must 
have  had  a  negligible  effect  on  the  consumption  cf  cotton  in  the  tire  industry 
as  far  as  its  effect  on  the  total  consumption  of  truck  and  bus  tiros  is  con- 
cerned.   As  it  would  have  had  an  even  smaller  effect  on  the  consumption  cf  the 
average  passenger-car  tire  and  as  it  is  estimated  that  passenger-car  tires  used 
from  70  to  80  percent  cf  all  cotton  used  in  tires,  16/    it  is  concluded  that 
the  duty  had  very  little  effect  on  the  total  consumption  cf  cotton  in  the  tire 
industry,  17/    Therefore,  it  is  concluded  that  practically  none  of  the  previ- 
ously mentioned  decrease  of  149,000  bales  in  the  consumption  of  cotton  in  tire 
fabric  that  occurred  after  the  duty  went  into  effect  was  dus  to  the  duty. 

The  thread  industry  uses  practically  no  short-staple  cotton  and  is  the 
only  other  section  cf  the  domestic  textile  industry  that  uses  an  appreciable 
quantity  cf  Egyptian  Uppers  or  other  imported  ordinary  long-staple  cotton.  As 
may  be  seen  in  table  5,  the  cansuri.ption  of  total  cotton  in  the  thread  industry 
has  averaged  81,900  bales  in  the  3  census  yeors  since  the  duty  went  into  effect 
or  slightly  more  than  the  75,500  bales  used  in  1929  ,    As  in  the  case  of  tire 
production,  it  is  believed  that  the  production  of  thread  would  have  shown 
practically  the  same  change  if  there  had  been  no  duty  on  long-staple  cotton. 

The  demand  for  long-staple  cotton  for  use  in  thread  is  derived  from  the 
deitand  for  thread  which,  in  turn,  is  derived  from  the  demand  for  clothing  and 
other  consumers'  goods  in  which  thread  is  used.    Even  if  all  cotton  used  in 
thread  wore  imported  long-staple  cotton,  which  is  net  the  case  (table  6),  and 
even  if  the  domestic  price  of  imported  long-staple  were  raised  by  the  full 
amoxint   cf  the  duty  or  7  cents  per  pound,  this  would  result  in  an  increase  cf 
only  about  10  cents  in  the  cost  cf  producing  1  pound  cf  thread.     This  10  cents 
may  be  compared  with  the  average  v/holesale  price  cf  thread  of  $1,20  per  pound 
during  the  3  post-duty  census  years  cf  1931  to  1935,      This  wculcl  be  a  very 
small  fraction  cf  1  -oercent  of  the  nrice  of  most  ganients  in  which  thread  is 
used.     It  is  believed  that  this  small  increase  in  the  cost  cf  a  pound  of  thread 
and  much  smaller  increase  in  the  price  ©f  clothing  would  have  a  negligible  ef- 
fect on  the  consTJmption  of  the  clothing  in  which  thread  is  used.    Therefore,  it 
is  concluded  that  the  increase  that  has  occurred  in  the  production  of  thread 
would  not  have  been  much  greater  if  there  had  been  no  duty  on  long-staple  cotton. 


j.t5/  based  on  estimates  described  in  fcctncto  14  and  table  3, 

TT/  This  does  net  imply  that  the  duty  did  net  reduce  the  use  cf  imp cr ted  long- 
staple  cctton  in  the  tire  industry.    The  contrary  is  the  case,  of  ocurse,  as 
indicated  by  the  decrease  in  Uppers  ccnsumption  in  tires  in  table  4.    The  argu- 
ment dees  imply  that  the  decrease  in  the  use  of  Uppers  caused  by  the  duty  was 
about  offset  by  an  increase  in  the  use  of  domestic  cotton,  especially  long- 
staple,  and  that  therefore  the  duty  had  little  effect  on  total  ccnsumption  of 
cctton  in  tires. 
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On  the  basis  of  the  above  it  is  estimated  that  the  total  raw  cotton 
^content  of  tires  and  thread,  the  two  principal  domestic  outlets  for  Egyptian 
Uppers,  fell  from  an  estimated  average  of  715,500  bales  in  the  2  seasons  pre- 
ceding the  duty  to  an  average  of  572,900  bales  in  the  7  seasons  following  the 
duty,  a  decline  of  142,600  bales,  or  about  20  percent  (tables  3  and  5).  Fur- 
thermore it  is  estimated  that  practically  all  of  this  decline  in  the  total  raw 
c ctt on  contont  of  tires  and  thread  would  have  occurred  even  if  the  duty  on 
long-staple  cotton  had  not  been  enacted. 

If  tires  and  thj'ead  were  the  only  products  in  which  Egyptian  Uppers  cottcn 
was  used  in  this  country  and  if  there  had  been  no  change  in  the  ratio  of 
Egyptian  Uppers  to  total  cotton  used  in  tires  and  thread  then  the  total  dom- 
estic consumption  of  Egyptian  Uppers  would  necessarily  have  decroasjd  by  20 
percent  or  the  same  percentage  that  total  cotton  used  in  tires  and  thread  de- 
creased.   A  20-percent  decline  in  the  consumption  of  Uppers  in  this  country 
would  have  been  equivalent  to  about  26  ,200  bales  (table  2),    Actually  the 
domestic  consumption  of  Uppers  decreased  about  86,900  bales  (from  130,800  to 
43,900  bales,  table  2),    There  is  a  possibility  that  the  actual  decrease  was 
slightly  larger  than  this  because  of  a  probable  overstatement  of  1931-32  dis- 
appearance of  Uppers,  18/    However,  this  error  in  1  year  probably  could  not 
cause  an  error  in  the  7-year  average  of  more  than  5,000  bales.     The  actual 
decrease  exceeded  the  estimated  proportionate  decrease  by  60,700  bales,  which 
represents  the  approximate  net  effect  of  the  duty  and  all  other  factors  that 
tended  to  change  the  ratio  of  Egyptian  Uppers  to  total  cotton  consumed  in  tires 
and  thread. 

That  the  ratio  of  Uppers  to  total  cotton  used  in  these  industries  did 
decrease  after  the  imposition  of  the  duty  is  indicated  by  estimates  by  the 
Tariff  Coinmissien  that,  in  1929,  Uppers  cotton  constituted  about  15  percent 
and  in  1933,  0.5  percent  of  cotton  used  in  thread  (table  6),     In  1928,  Uppers 
and  Sakellaridis  combined  constituted  about  21  percent  and  in  1935-36  less 
than  4  percent  of  all  cotton  used  in  tires  (table  4). 

Factors  that  tended  to  change  the  consumption  of  Uppers  by  changing 
the  ratio  of  Uppers  to  total  cotton  used  in  tires  and  thread  may  be  spoken  of 
as  "Uppers  ratio-changing  factors".      Uppers  ratio-changing  factors  may  be 
subdivided  into  three  subclasses:     (a)  The  duty,  which  is  an  Uppers  ratio- 
decreasing  factor^  (b)  Non-duty  Uppers  rat ic-decreasing  factors,  and  (c)  Up- 
pers ratio-increasing  factors.    The  decrease  of  60,700  bales  represents  the 
approximate  net  effect  of  all  3  of  these  3  sets  of  factors  on  the  consumption 
of  Uppers  in  this  country.    Finally,  the  effect  on  Uppers  consumption  cf 
factors  that  tended  to  change  the  total  consumption  •- f  cotton  in  tires  and 
thread  without  changing  the  ratio  of  Uppers  to  other  cotton  is  represented 

18/  The  1931-32  disappearance  of  Uppers  in  table  2  is  66,300  bales,  based  on 
imports  of  54,300  bales.     Deducting  these  imports  from  imports  of  total  Egyptian 
cotton  leaves  so  srriD.ll  an  import  of  Sakellaridis  as  to  cause  calculated  1931-32 
disappearance  cf  Sakellaridis  to  appear  too  small  in  view  of  the  usual  require- 
ments of  Sakellaridis  in  the  thread  industry.    Therefore,  the  1931-32  imports 
and  disappearance  of  Uppers  is  believed  to  be  too  large.     See  Long-Staple 
Cotton,  the  U,  S,  Tariff  Commission,  table  16,  p.  54,  foctncte  3, 
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approximately  by  the  26,200  bales.     These  factors  may  be  spoken  cf  as  "non- 
ratio-changing  factors".    The  interrelationships  cf  these  sets  of  factors  are 
brought  out  in  the  following  tabulation; 

Approximate 
no, of  bale: 

I,  Estimated  effect  of  non-ratio-changing  factors    (-)  26,200 

II,  Estimated  effect  cf  Uppers  ratio-changing  factors: 

A,  Effect  cf  the  duty,  an  Uppers  ratio-decreas- 

ing factor    (-)  -? 

B,  Effect  of  non-duty  Uppers  ratio-decreasing 

factors   (  -)  -? 

C,  Effect  cf  Uppers  ratio-increasing  factors  (♦)  -? 


Estimated  net  effect  of  all  Upp^;rs  ratio- 
changing  factors  


III.  Actual  decrease  in  Uppers  consumption    (-)  86,900 


(-)  60,700 


Obviously,  if  it  could  be  shown  that  there  were  no  factors  that  tended 
to  increr-.se  the  ratio  of  Uppers  to  othar  cotton  in  tires  and  thread  during 
the  period  (Class  II-C  factors)  or,  failing  this,  if  it  could  be  shown  that 
the  effect  of  these  wr.s  noc  larger  than  that  of  ncn-duty  Uppers  ratio-decreasing 
factors  (Class  II-B  factors),  it  could  Le  concluded  that  the  duty  could  not 
have  been  responsible  for  a  decrease  in  Uppers  cor. sumption  of  significantly 
more  th^n  60,700  bales.      On  the  other  hand,  if  Glass  II-C  factors  exerted 
more  influence  on  Uppers  consumption  during  th-j  period  than  Class  II-B  factors, 
then  it  \/culd  be  concluded  that  the  duty  must  have  had  a  greater  depressing 
effect  on  Uppers  consumption  than  tha  60,700  bales. 

It  is  known  that  non-duty  Uppers  ratio-changing  factors  ?/ere  operating 
during  the    period,  some  cf  which  tended  to  increase  the  proportion  of  Uppers 
and  some  of  v^hich  tended  to  decrease  the  ratio.     In  the  tire  industry  both 
ratio-increasing  and  the  ratio-decreasing  factors  were  operating. 

In  the  tire  industry  certain  trends  were  apparent  long  before  1930 
v/hich  affected  the  ratio  cf  Uppers  to  other  cotton  in  tires.    Follo;ving  the 
introduction  cf  the  lovz-pressure  or  balloon  tire,  about  1922,  there  v/as  a 
sharp  decline  in  the  production  of  high-pressure  tires.     By  1928,  only  about 
28  percent  of  all  paspenger-car  tires  were  cf  the  high-pressure  type  and  by 
1936  only  1,5  percent  were  high-pressure  tires.    As  the  balloon  tire  operated 
at  a  much  lovver  pressure  than  the  high  pressure  tire,  it  required  less  strength 
in  th£  cord  fabric  and,  therefore,  could  use  shorter  staple  cotton,  19/ 

This  shift  into  balloon  tires  war;  undoubtedly  an  important  ratio- 
decreasing  fac-ccr,  at  least  for  a  number  cf  years  after  1322,  and  is  believed 
to  have  been  a  fairly  im.portant  factor  after  the  imposition  of  the  duty  in  1930, 
The  better  riding  qualities,  together  with  the  greater  serviceability  of  the 

19/  For  a  more  extended  discussion,  see  Cotton  Used  in  Tire  Fabrics,  by  R,  J, 
Cheatham  and  A,  M.  DuPre',  U.  S,  Dept.  of  Agriculturo ,  p.  4,  (Mimeographed) 
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newer  balloon  tires,  suggest  that  the  shift  to  balloon  tires  and  the  use  there- 
in of  shorter  staple  cotton  were  probably  influenced  to  a  very  small  extent  by 
variations  in  the  relative  prices  of  long  staples  over  short  staples.    It  is 
believed,  therefore,  that  this  trend  and  the  technological  developments  re- 
sponsible therefor  would  have  resulted  in  a  substantial  decline  in  the  pro- 
portion of  Uppers  cotton  used  in  tires  after  1930,  even  if  there  had  been  no 
duty  on  this  cotton.    This  seems  likely  to  have  been  true  even  though  prior 
to  1930  there  had  already  been  a  significant  shift  from  longer  to  shorter 
staple  cottons  in  high-pressure  passenger-car  tires. 

There  was  also  an  important  trend  during  this  period  in  the  proportion 
of  bus  and  truck  tires  that  were    of  low-pressure.    But  this  was  probably  not 
very  significant  in  reducing  the  ratio  of  Uppers  to  total  cotton  used  in  the 
production  of  bus  and  truck  tires  for  it  is  estimated  that  in  most  of  these 
tires  about  90  percent  of  the  cotton  used  is  long  staple  and  only  about  10  per- 
cent shorter  than  l-l/s  inches.     In  fact,  it  is  quite  possible  that  this  shift 
toward  balloon  bus  and  truck  tires  may  have  tended  to  increase  the  ratio  of 
Uppers  cotton  to  total  cotton  in  bus  and  truck  tires.    This  is  possible  in 
that  it  may  have  caused  a  shift  from  cotton  l-S/S  inches  and  longer  in  staple 
to  Uppers, 

Another  trend  in  the  tire  industry,  not  due  to  the  duty,  v^hich  probably 
was  an  Uppers  ratio-increasing  factor  during  the  period,  v/as  the  increase  in 
the  ratio  of  the  number  of  truck  tires  to  the  total  niomber  of  tires  produced. 
This  tended  to  increase  the  ratio  of  Uppers  to  total  cotton  used  in  all  tires 
because  the  proportion  of  long- staple  to  total  cotton  used  in  truck  and  bus 
tires  was,  and  is,  much  higher  than    in  passenger-car  tires.     Truck  and  bus 
tires  constituted  an  estimated  8,6  percent  of  all  tirer?  produced  in  the  two 
seasons  preceding  the  duty  and  11.4  percent  in  the  7  post-duty  years,  an  in- 
crease in  the  ratio  of  32.6  percent  (table  3).    On  a  cotton-content  basis, 
however,  the  ratio  probably  increased  somevv-hat  less  because  between  t}iese 
periods  the  average  cotton  content  per  average  truck  tire  was  probably  de- 
creasing because  the  ratio  of  the  smaller  truck  tires  to  total  truck  tires 
produced  declined  somewhat.     Data  on  the  num.ber  of  plies  per  average  truck 
tire  of  each  size  produced  are  not  available,  but  if  this  remained  about  the 
same  the  decrease  in  the  percentage  of  the  smaller  truck  tires  produced  would 
indicate  a  decrease  in  the  average  cotton  content  per  truck  tire. 

Since  practically  no  short-staple  cotton  is  used  in  thread,  the  only 
way  in  ^vhich  any  factor  —  duty  or  otherwise  —  could  have  significantly  af- 
fected the  ratio  of  Uppers  to  total  cotton  in  the  thread  industry  would  have 
been  by  changing  the  ratio  of  Uppers  to  other  cotton  l-l/S  inches  and  longer 
in  staple  length  used  in  that  industry.    This  ratio  decreased  markedly  after 
the  duty  was  imposed.      According  to  estimates  made  by  the  United  States 
Tariff  Commission,  2o/    Uppers  constituted  14.7  percent  of  all  cotton  l-l/S 
inches  and  over  used~in  thread  in  1929,  2,8  percent  in  1932,  and  0,5  percent 
in  the  first  9  months  of  1933  (table  6),    Apparently  domestic  long-staple 
Upland  was  the  cotton  which  was  substituted  since  that  was  the  only  other 
cotton  used  in  thread  v/hich  became  a  larger  percent  of  the  total.  Insofar 
as  is  known,  there  were  no  important  factors  other  than  the  duty  that  would 
have  caused  any  significant  changes  in  the  ratio  of  Uppers  to  other  cotton 


20/        Long  Staple  Cotton,  1935,  p.  57 
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in  thread.     This  and  the  material  increase  in  the  spread  between  the  price  of 
Uppers  and  Amerioan  l-l/8-inch  cotton  in  domestic  markets  after  the  imposition 
of  the  duty  have  resulted  in  the  assumption  that  the  duty  was  the  principal 
factor  affecting  the  ratio  of  Uppers  to  total  cotton  in  the  thread  industry 
and  that  other  factors  were  probably  unimportant. 

The  depression  probably  also  was  an  Uppers  ratio-decreasing  factor. 
With  the  recession  of  consumers'  incomes,  the  proportion  of  that  income  spent 
on  certain  items  in  the  budget  would  increase  and  the  proportion  spent  on 
other  items  would  decrease.    There  is  very  little  doubt  that  the  depression 
curtailed  the  consumption  of  certain  classes  of  goods  more  than  the  consumption 
of  others.     It  seems  reasonable  to  suppose  that  this  probably  caused  a  greater 
decline  in  the  demand  in  the  United  States  for  the  higher-priced  Uppers  cotton 
than  for  total  cotton.    The  marked  increase  in  the  production  and  consumption 
of  rayon  in  the  United  States  since  1928  and  1929  has  also  probably  had  more 
effect  on  the  demand  for  long-staple  than  for  short-staple  cotton,  and  was, 
therefore,  probably  a  ratio-decreasing  factor. 

The  limited  amount  cf  data  available  tends  to  indicate  that  the  average 
world  production  of  ordinary  long-staple  cotton  shewed  a  slightly  larger  per- 
centage increase  in  the  6  years  following  August  1,  1930,  compared  with  the  2 
preceding  years,. than  did  the  world  production  of  short  staple.     If  this  were 
actually  the  case,  it  constituted  a  ratio-decreasing  factor.     Since  general 
business  conditions  in  foreign  countries  apparently  averaged  lov/er  in  the  post- 
duty  years  than  in  the  2  years  ended  1929-30,  this  probably  tended  to  cause 
Uppers  cotton  to  average  lower  relative  to  shorter  staple  cotton  (which  con- 
stitutes the  bulk  of  the  cotton  consumed  in  the  United  States)  in  the  post- 
duty  period  than  in  the  earlier  period.     If  so,  then  this  tended  to  increase 
the  United  States  consumption  cf  Uppers  relative  to  other  cotton  and  consti- 
tuted a  ratio- increasing  factor.    The  marked  increase  in  the  production  and 
consumption  of  rayon  in  foreign  countries  also  may  have  tended  to  depress  the 
price  of  Uppers  mere  than  the  average  price  cf  all  cotton  and  consequently  to 
have  caused  the  ratio  of  the  United  States  consum-ption  cf  Uppers  to  total 
■cotton  to  increase. 

It  is  very  difficult  if  net  impossible  to  determine  from  available 
data  the  exact  net  effect  cf  these  ncn-duty  factors  cn  the  ratio  cf  Egyptian 
Uppers  to  total  cotton  consumed  in  the  United  States  in  the  production  cf 
tires  and  thread.    However,  such  limited  information  concerning  the  relative 
importance  of  these  ncn-duty  factors  as  is  available  makes  it  ssem  reasonable 
to  believe  that  the  ratio-decreasing  (class  II-D)  factors  were  fully  as  im- 
portant as  the  ratio-increasing  (class  II-C)  factors.     If  this  is  true,  then 
60,700  bales  would  be  the  approximate  maximum  effect  cf  the  duty  alone  on  the 
domestic  consumption  of  Egyptian  Uppers, 

In  this  connection  it  is  significant  oLat  the  analysis  contained  in 
the  last  section  cf  this  report  indicates  that  in  order  for  the  duty  to  have 
reduced  the  domestic  consumption  of  Uppers  by  as  m.uch  as  60,700  bales  the 
ratio  of  the  change  in  the  United  States  price  to  the  cliange  in  the  United 
States  c ons\;imption  cf  Uppers  would  be  at  least  2,6,      This  is  about  8  to  10 
times  as  large  as  certain  studies  indicate  this  ratio  for  all  cotton  to  be,  2l/ 


21/    See  page  43   and  footnote  38  , 


-  20  - 


Effect  of  duty  on  world  consumption  of  Egyptian  Uppers «-    It  is  be- 
lieved that  the  effect  of  the  duty  on  the  t'atal  world  e'en  sumption  of  Egyptian 
Uppers  is  more  significant  in  a  study  of  the  effect  of  the  duty  cn  the  price 
of  American  long-staple  Upland  cotton  than  a  knowledge  of  its  effect  on  only 
the  United  States  consumption  of  Egyptian  Uppers,    This  is  because  until  the 
last  3  years  from  20  to  40  percent  of  the  production  of  American  long-staple 
Upland  cotton  was  exported  (table  7),    Though  the  duty  probably  decreased 
the  United  States  consumption  of  Egyptian  Uppers  by  soTaat?iing  like  60,700 
bales  or  less,  it  must  have  caused  an  increase  in  the  foreign  consumption  of 
Uppers  because  the  duty  tended  to  depress  the  foreign  price  and  because  there 
is  at  least  some  response  to  price  changes  by  foreign  consumers.     It  is  be- 
lieved, however,  that  that  increase  was  not  so  great  as  the  decrease  in  the 
consumption  of  this  country  and  that,  therefore,  the  duty  tended  to  dgcreaso 
the  total  vrorld  consumption  of  Uppers.  22/    The  decrease  in  the  United  States 
consumption  of  Uppers  caused  by  the  duty~necessarily  resulted  in  about  an  equal 
decrease  in  the  imports  of  Uppers,     This  reduction  in  American  imports  tended 
to  depress  the  foreign  price  of  Uppers  at  least  slightly. 

The  fall  in  the  foreign  price  thus  caiised  by  the  diity  would  not  only 
tend  to  increase  the  foreigpi  consumption  but  would  tend  tc  decrease  the  pro- 
duction of  Egyptian  Uppers,  since  it  is  not  reasonable  to  assume  that  foreign 
producers  are  entirely  unresponsive  to  price  changes,  23/     As- no  cotton  ex- 
actly similar  to  Egyptian  Uppers  cotton  is  produced  in~t"hc  United  States  where 
the  higher  price  caused  by  the  duty  would  tend  to  stimulate  its  production,  it 
follows  that  the  duty  tended  tc  reduce  total  world  production  of  Uppers,  But 
a  decrease  in  production  of  Egyptian  Uppers  must,  except  insofar  as  stocks  can 
be  drawn  upon  to  make  up  the  difference,  be  accompanied  by  a  decrease  in  the 
world  consumption  of  Uppers,    For  these  reasons  it  is  believed  t?iat  the  duty 
decreased  the  vrorld  consumption  of  Egyptian  Uppers  below  what  it  v;ould  have 
been  without  the  duty. 

As  just  indicated,  the  duty  no  doubt  decreased  the  world  consumption  of 
Uppers,     However,  it  is  probable  that  that  decrease  was  a  good  deal  less  than 
the  decrease  in  the  United  States  consum.ption  of  Uppers  caused  by  the  duty. 
The  great  difference  in  the  size  of  the  two  markets  supports  the  conclusion 
that  the  duty  did  not  decrease  world  consum^ption  nearly  so  m.uch  as  it  reduced 
the  United  States  consumption  of  Uppers,     In  view  of  the  fact  that  the  esti- 
mated foreign  consumption  of  Egyptian  Uppeis  was  about  30  times  as  great  as  the 
United  States  imports  of  this  cotton  in  the  post-duty  period,  the  same  per- 
centage change  in  the  price  of  Uppers  in  both  markets  resulting  from  the  re- 
moval of  the  duty  would  (under  the  assimption  that  demand  had  the  same  elasti- 
city in  both  markets)  tend  to  result  in  an  increase  in  foreign  consumption  of 
about  30  times  as  many  bales  as  the  decrease  in  United  States  imports  and  con- 
sum.ption.     It  is  believed  that  if  any  difference  exists,  the  foreign  demand  is 

22/  The  actual  world  consumption  was  larger  in  the  post-duty  period  than  be- 
fore the  duty.    The  point  it  is  desired  to  make  is  that  if  it  had  not  been 
for  the  duty  the  increase  in  the  world  consumption  would  liave  been  larger  than 
it  actually  'vra.s, 

23/    The  actual  production  cf  Egyptian  Uppers  was  larger  after  the  duty  than 
before,  but  it  is  believed  that  if  there  had  been  no  duty  it  would  have  in- 
creased more  than  it  did,   
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more  elastic  than  the  domestic  demand,     24/     This  difference  would  tend  to 
make  the  percentage  increase  in  the  foreign  consumption  larger  than  the  per- 
centage decrease  in  the  domestic  consumption  resulting  from,  the  same  percentage 
price  changes  in  both  markets. 

These  considerations  suggest  that  it  would  be  very  conservative  to 
estimate  that  at  least  half  of  the  indicated  decrease  in  the  United  States 
consumption  caused  by  the  duty  (est imiated  at  about  60,700  bales  or  less)  was 
offset  by  increased  foreign  consumption  even  though,  as  indicated  above,  the 
duty  probably  depressed  the  foreign  price  of  Uppers  m:uch  less  than  it  in- 
creased the  New  England  price* 

Effects  on  American  Long-Staple  Upland 


Effects  indicated  by  change  in  Uppers  price  and  consumption  caused  by 
duty,-     It  has  been  shown  in  the  preceding  section  that  the  duty  on  long-staple 
cotton  caused  a  considerable  shift  in  the  consumption  of  both  Egyptian  Uppers 
and  American  long-staple  Upland,     It  was  shavn  that  in  the  United  States  the 
consumption  of  Uppers  was  considerably  smaller  and  the  consumption  of  long- 
staple  Upland  considerably  larger  in  the  7  post-duty  years  than  would  have  been 
the  case  without  the  duty,  while  in  foreign  countries  the  duty  probably  in- 
creased the  consumption  of  Uppers  and  decreased  that  cf  long-staple  Upland,  It 
was  also  indicated  that  in  all  probability  the  decrease  in  United  States  con- 
sumption of  Uppers  due  to  the  duty  was  greater  than  the  increase  in  foreign 
countries  and  that  ccris equent ly  the  duty  caused  seme  decline  in  the  vrorld  con- 
sumption and  production  cf  Egyptian  Uppers, 

As  the  duty  probably  resulted  in  a  decrease  in  the  world  consumption 
cf  Egyptian  Uppers,  it  is  believed  that  this  in  turn  increased  the  world  con- 
sumption of  American  long-staple  Upland,     In  view  cf  the  probable  shift  in  the 
7>rorld  ccnsijimpt ion  from  Egj-ptian  Uppers  to  long-staple  American  Upland,  the  duty 
probably  caused  some  increase  in  the  price  and  production  cf  the  latter.  In 
fact,  except  for  changes  in  stocks,  the  world  consumption  of  American  long- 
staple  Upland  could  only  be  increased  by  the  duty  through  an  increase  in  pro- 
duction and  this  in  turn  could  be  brought  about  by  the  duty  only  through  in- 
creasing the  price  of  this  cotton. 

It  does  net  follovf,  however,  that  a  decrease  in  the  v^orld  consumption 
of  Uppers  (which  as  indicated  above  is  conservatively  estimated  at  half  or 
less  than  half  of  the  maximum  of  60,700  bales)  would  cause  an  equal  increase 
in  the  world  consumption  of  American  long-staple  Upland,    The  increase  in  Up- 
land consumption  would  probably  be  much  less  than  the  decrease  in  Uppers  con- 
sumption.    In  the  first  place,  though  American  long-staple  cotton  is  the  most 
direct  competitor  with  Egyptian  Uppers  and  would,  therefore,  doubtless  be  the 
main  beneficiary  of  any  decrease  in  the  v^orld  consumption  of  Uppers  brought 
about  by  the  duty,  nevertheless  there  probably  was  some  slight  increase  in 
the  world  consumption  of  cotton  I-I/I6  inches  in  staple.     In  the  second  place, 
it  is  probable  that  at  least  part  cf  the  decline  in  Uppers  consumption  mdght 
result  in  a  net  decline  in  world  consumption  of  all  cotton.     In  other  words,  a 
part  of  the  decline  might  not  be  offset  by  an  increase  in  any  other  cotton. 


24/  Pages  45  and  46, 
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These  two  considerations  seem  to  justify  the  assumption  that  the  decrease  in 
the  world  consumption  of  Egyptian  Uppers  of  about  30,000  bales  or  less  result- 
ing from  the  duty  would  be  associated  with  an  increase  in  the  world  consumption 
of  American  long-staple  of  not  more  theji  15,000  bales. 

Though  the  duty,  by  decreasing  the  world  consumption  of  Egyptian  Uppers, 
may  indirectlj/-  have  increased  the  world  consumption  of  American  long-staple 
Upland,  it  is  probable  that  the  associated  increase  in  the  price  of  American 
long-staple  Upland  must  have  been  only  a  small  fraction  of  the  7-cent-per-pound 
duty.    This  is  because  the  estimated  increase  in  the  world  consumption  of 
American  long-staple  Upland  caused  by  the  duty  is  relatively  small  compared 
with  the  production  of  this  cotton.     If  the  world  consumption,  and  therefore 
the  world  production  of  American  long-staple,  had  been  increased  by  as  much  as 
15,000  bales  this  v/ould  have  been  equivalent  to  on  increase  of  only  2  percent 
of  the  average  production  of  American  long-staple  Upland  in  the  7-pcst-duty 
years. 

It  is  not  possible  to  determine  the  exact  increase  in  the  price  of  Ameri- 
can long-staple  Upland  that  is  ordinarily  required  to  induce  growers  to  increase 
production  2  percent.    This  depends  upon  the  responsiveness  of  growers  to 
changes  in  the  price  of  this  cotton.    But  even  if  the  producers  of  this  cotton 
are  so  unresponsive  to  charges  in  its  price  that  an  increase  in  its  production 
of  2  percent  could  only  be  brought  about  by  raising  the  price  twice  that  per- 
centage, this  would  have  meant  that  the    average  post-duty  domestic  price  of 
Middling  l-l/S  inch  cotton,  of  11,61  cents  per  pound,  25/    would  have  been 
raised  by  the  duty  only  by  a  little  less  than  0,5  cent  per  pound.     The  same 
percentage  increases  in  the  7-year  average  price  of  Middling  1-3/16  inch  cotton 
at  Memphis  would  have  been  equivalent  to  slightly  over  0,5  cent  per  pound.  How- 
ever, it  is  not  probable  that  the  duty  raised  the  price  of  1-3/16  inch  American 
Upland  any  more  than,  and  may  have  raised  it  less  than,  that  of  l-l/S  inch  cot- 
ton, as  most  of  the  Uppers  cotton  is  more  nearly  similar  in  quality  to,  and 
therefore  probably  more  directly  competitive  with,  l-l/S  inch  American  than 
I-3/I6  inch  American, 

The  analysis  to  this  point  leads  to  the  concl.usicn  that  the  price 
benefit  to  American  long-staple  that  resulted  from  the  duty  v;-as  probably  less 
than  1/2  cent  per  pound.    Throughout  the  analysis  all  doubtful  decisions  have 
been  made  in  such  a  way  as  to  give  what  seemed  to  be  a  very  liberal  estimate 
of  the  possible  price  effect  of  the  duty. 

Effects  on  American  long-staple  indicated  by  an  analysis  of  premiums «- 
If  it  could  be  shown  that  the  duty  on  lcng-staple~cott"on  did  not  tend  to  raise 
the  price  of  American  slicrt-staple  cotton  and  that,  in  the  absence  of  the  duty, 
long-staple  cotton  would  not  sell  for  less  than  short-staple  cotton,  then  it 
would  necessarily  follow  that  any  premium  on  long-staple  that  might  exist  after 
the  duty  took  effect  would  represent  the  maximum  amount  the  duty  could  have 
raised  the  price  of  long-staple  in  that  period  above  what  it  would  have  been 
without  the  duty, 

25/ 'The  average  price  of  American  l-l/s  inch  cotton  at  Memphis  in  the  7  seasons 
beginning  August  1,  1930,     (Table  7.) 
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With  respect  to  the  effect  of  the  duty  on  the  price  of  short-staple,  it 
should  be  noted  that  in  the  first  place  there  could  have  been  no  direct  effect 
since  short-staple  is  free  of  duty.    Short-staple  could  have  benefited  only 
indirectly  from  the  duty  if  at  all.    Any  net  transfer  of  demand  from  Egyptian 
Uppers  to  short-staple  in  the  v:orld  market  that  might  have  resulted  from  the 
duty  would  have  been  so  small,  relative  to  the  world  consumption  of  short-staple, 
as  to  have  had  only  a  negligible  effect  en  the  dOTiestic  price  of  short-staple, 
Fevi  figures  on  world  consumption  and  production  of  short-staple,  as  distinct 
from  long-staple,  are  available  but  it  h.as  been  estimated  that  in  the  5  years 
1927-31  the  total  world  production  of  short-staple  cotton  amounted  to  about 
23,559,000  bales,  26/    Even  if  short-staple  had  received  all  of  the  decrease 
in  the  world  consumption  cf  Uppers  that  it  is  estimated  was  caused  by  the  duty, 
and  even  if  we  set  this  figure  at  30,000  bales  as  discussed  abovj  27/  this 
would  represent  an  aiulticn  cf  only  a  small  fraction  of  1  percent  To  the  world 
consumption  of  short-staple.      The  benefit  to  short-staple  v.-as  necessarily 
much  less  than  this  because  most  of  the  reduction  in  the  consumption  of  Uppers 
was  transferred  to  American  Icng-staple  rather  than  to  short-staple  and  because 
30,000  bales  is  believed  to  be  a  maxim.um  reduction  in  the  consumption  of  Uppers 
caused  by  the  duty.     It  is,  therefore,  concluded  that  the  duty  on  long-staple 
cotton  had  a  negligibly  small  effect  on  the  price  cf  short-staple  cotton. 

It  is  also  believed  that  in  the  7  years  since  the  duty  -vrer.t  into  effect 
the  average  price  of  ^-jnerican  long-staple  would  not  have  been  lo-Arer  than  the 
average  price  of  short-staple  if  there  had  beer,  no  duty.    Under  very  unusual 
circumatances  such  as  a  very  short  crop  cf  short-staple,  combined  v;ith  a  very 
large  crop  of  long-staple,  and  coupled  -Jd-th  good  demto^.d  for  short-staple,  and 
slack  demand  for  long-staple,  the  domestic  price  cf  long-staple  might,  over 
short  periods  cf  tinx;,  be  as  low  as,  or  even  lever  than,  the  price  of  short- 
staple.    Prices  of  l-l/8-inch  and  7/8-inch  cotton  are  not  available  prior  to 
August  1920  but  since  that  date  the  monthly  average  price  cf  Middling  l-l/S- 
■ihch  at  Memphis  has  never  been  less  thian  0.3  cent  per  pound  higher  than  Mid- 
dling 7/8-inch,     (Figure  2,)      It  is  believed  that  though  long-staple  cotton 
might  ccnceivably  sell  for  a  Icv/er  price  than  short-staple,  such  a  situation 
would  depend  upon  a  combination  of  so  mrmy  unusual  circur.stances  that  it  is 
very  unlikely  to  occur,  and  even  if  it  occurred,  would  be  of  very  short  dura- 
tion.    In  only  11  cf  the  204  months  iv.  the  period  since  1920  has  the  monthly 
average  premium  of  Middling  l-l/8-inch  over  7/8-inch  been  less  than  1  cent  per 
pound,  (Figure  2,)     It  is  concluded  on  this  point  that  though  American  long- 
staple  might  sell  for  less  than  short-staple  under  very  unusual  circumstances 
in  the  domestic  market  for  a  very  short  period  of  time  it  could  not  have  aver- 
aged lower  over  the  last  7-year  period  oven  if  there  had  been  no  duty  on  long- 
staple  cotton. 

In  the  7  seasons  since  June  1930  when  the  7-cent-por-pound  duty  on  long 
staple  cotton  took  effect,  the  price  of  Ainerican  Middling  l-i/S-inch  cotton  at 
Memphis  has  averaged  11,61  cents  per  pound  and  the  price  of  7/8-inch  cotton  at 
Memphis  has  averaged  9,81  cents.  (Figure  2  and  table  7,)      The  premium  of 
American  l-l/S-inch  ever  7y^8-inch  has,  therefore,  averaged  1.8  cents  per  pound 

26/  Yfcrld  Gotten  Situation  -  Foreign  Cotton  Production  -  Bureau  cf  Agricultural 
Economics,  April  1935,  Table  1,  d.  10  of  Summary,  (Mimeographed.) 
27/  See  pages  21  and  22.  " 
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in  this  7-year  period.  (Figure  2  and  table  7.)     This  average  premium  of  1,8 
cents  per  pound  which  has  existed  in  the  7  years  since  the  duty  took  effect 
may  be  thought  of  as  setting  the  maximum  possible  average  amount  the  duty  could 
have  raised  the  United  States  price  of  American  l-l/8-inch  cotton  in  the  period. 

It  is  not  possible  with  available  data  to  estimate  accurately  what  part 
of  the  1.8-cent  premiuia  actually  was  due  to  the  duty.    As  a  result  of  the  de- 
pression and  other  factors,  the  price  of  all  cotton  was  much  lower  after  the 
duty  took  effect  than  before  but  even  so,  it  is  believed  that  a  substantial 
part  of  the  1.8-cent  premium  on  long-staple  would  have  existed  in  the  7-year 
period  oven  if  there  had  been  no  duty  and  therefore  it  is  believed  that  only 
a  part  of  the  1,8-cent  premium  vms  due  to  the  duty. 

In  the  10  seasons  prior  to  the  imposition  of  the  duty  the  average  pre- 
mium of  Middling  l-l/S  over  7/8  at  Ivlemphis  was  3,40  cents  per  pound  and  the 
average  price  of  7/8-inch  at  Memphis  was  20,37  cents  per  pound.    This  average 
premium  of  1-1/8  over  7/8  was,  therefore,  13.7  percent  of  the  price  of  7/8- 
inch  (table  7),       In  tlie  7  years  since  the  duty  took  effect  in  June  1930,  the 
price  of  7/8-inch  cotton  at  Memphis  has  averaged  9,81  cents  per  pound.  Had 
the  average  relationships  bet-veen  the  world  supplies  of  long-staple  and  of 
short-staple  cotton  and  the  world  dem.and  for  these  cottons  during  the  post -duty 
period  been  roughly  similar  to  average  relationships  in  the  pre-duty  period, 
the  prem.ium  on  American  1-1/8  possibly  vj-ould  have  been  about  16.7  percent  of 
the  average  pcst-duty  price  of  short-staple  in  the  absence  of  a  duty  or  about 
1,6  cents  per  pound.      Under  such  assumipticns  it  would  be  concluded  that  the 
duty  raised  the  premium  and  therefore  the  price  of  American  l-l/S-inch  cottcn 
about  0.2  of  a  cent  per  pound.     It  is  probable,  hov/ever,  that  there  vrcre  factors 
other  than  the  duty  which  tended  to  increase  the  average  post-duty  percentage 
premium,  relative  to  the  average  pre-duty  percentage  premium.    This  would  appear 
to  be  borne  out  by  the  fact  that  during  the  7  years  fcllCT.dng  the  imposition  of 
the  duty  cotton  prices  averaged  r.aterially  lower  than  in  the  preceding  10  years 
(the  only  pre-duty  years  for  which  data  are  available)  during  which  period  there 
was  a  small  degree  of  inverse  correlation  between  (1)  the  percentage  premium  for 

1-  1/8  over  7/8  and  (2)  the  price  of  7/8,  On  the  other  hand,  it  is  probable 
that  there  were  non-duty  factors  which  tended  to  decrease  the  7-year  average 
post-duty  percentage  premium  in  comparison  with  the  average  for  the  preceding 
10  years.     It  is  difficult  to  determine  which  of  these  tvfo  sets  of  factors  ex- 
erted the  greatest  influence.     If  it  were  knc/m  that  the  effects  of  the  ncn-duty 
premium-decreasing  factors  were  greater  than  those  of  the  premium- increasing 
factors  then  it  v/ould  foiled  that  the  duty  raised  the  price  of  Upland  l-l/S- 
inch  more  than  0,2  cent.    But  even  assuming  the  non-duty  premium-decreasing 
factors  had  a  greater  effect  than  those  operating  in  the  opposite  direction  it 
hardly  seems  likely  that  their  effects  v/culd  be  sufficiently  greater  to  indi- 
cate that  the  duty  raised  the  price  of  I-I/8  as  much  as  0.5  cent  which  wculd  be 

2-  1/2  times  as  great  as  that  indicated  if  the  effects  of  these  tv/o  sets  of 
factors  vrere  assumed  to  be  exactly  equal. 

An  analysis  simdlar  to  that  above  of  the  prcmium-S  of  the  price  cf  Ameri- 
can Upland  I-3/I6  and  I-I/4  inches  in  staple  over  that  of  7/8-inch  would  indi- 
cate that  the  duty  could  have  raised  the  prices  of  these  lengths  more  than  the 
maximum  of  1,8  cents  indicated  above  for  l-l/8-inch  cotton.    As  the  bulk  of  the 
Uppers  cotton  imported  into  the  United  States,  however,  is  shorter  in  staple  than 
I-3/I6  inch  and,  therefore,  is  believed  to  be  more  directly  competitive  with 
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American  Upland  1-1/8  inch,  it  seems  reasonable  to  believe  that  the  duty 
probably  had  no  more  and  possibly  had  less  effect  on  the  prices  of  1-3/16  and 
and  l-l/4-inch  cotton  than  upon  l-l/8-inch. 


EFFECTS  ON  EGYPTIAN  EXTRA.  LONG-STAPIE  AND  AMERICAN-EGYPTIAN  OR  Pim  COTTON 


This  section  of  the  report  will  deal  primarily  with  a  discussion  of 
American-Egjrptian  or  Pima  and  with  Egyptian  extra  long-staple  cotton.  The 
annual  domestic  production  of  this  extra  long-staple  cotton  has,  in  the  last 
10  years,  consisted  of  8,000  to  30,000  bales  of  American-Egyptian  or  Pima 
cotton,  and  only  about  50  to  4,000  bales  of  Sea  Island,    Imported  Egyptian 
extra  long-staple  cotton  makes  up  most  of  the  domestic  requirements,  and 
immediately  prior  to  the  duty  accounted  for  about  three-fourths  of  total 
domestic  consumption  of  extra  long-staple  cotton  which  included  a  small  amoimt 
of  extra  long-staple  Peruvian  and  a  few  hundred  bales  of  imported  Sea  Island 
cotton. 

Since  total  domestic  consumption  of  Pima  and  Egyptian  extra  long-staple 
averaged  less  than  1  percent  of  total  mill  consumption  of  all  cotton  in  the 
United  States  in  the  3  seasons  prior  to  June  1930,  it  is  not  surprising  that 
the  statistics  of  disappearance  and  consumption  do  not  agree,  either  in  the 
case  of  Pima  (table  9)  ,  or  in  the  case  of  the  imported  extra  long-staple 
(table  8)  ,    The  lack  of  adequate  and  reliable  data  constitutes  one  of  the 
greatest  handicaps  in  making  the  study.    Every  effort  has  been  made  to  secure 
the  best  data  available,  and  to  recognize  their  limitations. 

It  is  believed  that  recorded  statistics  of  Egyptian  extra  long-staple 
imports  prior  to  June  1930  were  somewhat  too  large.    Pre-duty  disappearance 
is,  therefore,  also  too  large.    It  is  probable  that,  since  all  cotton  was  free 
of  duty  prior  to  that  date,  the  staple  length  as  reported  by  importers  was 
accepted  by  customs  authorities  even  though  such  reports  might  often  be  based 
on  commercial  rather  than  official  standards.    Since  the  former  would  include 
cotton  about  l/l6  to  l/8  inch  shorter  than  the  official  standards  for  staple, 
this  may  have  caused  the  imports  of  1-3/8  and  up  as  reported  in  those  years  to 
be  too  large.    Since  the  tariff  has  been  in  effect,  imports  have  been  more  care- 
fully reported  and  have  been  reported  on  the  basis  of  the  official  standards. 
This  seems  to  be  at  least  a  partial  explanation  why  the  disappearance  figures 
are  considerably  larger  than  the  estimates  of  consumption  for  the  years  prior 
to  1930-31. 

Pending  further  research,  it  is  not  considered  advisable  to  attempt  any 
very  definite  explanation  of  the  large  discrepancy  between  Pima  consumption  and 
disappearance  in  certain  years. 

In  analyzing  the  effect  of  the  duty  on  the  price  of  Pima,  an  attempt 
is  first  made  to  evaluate  the  effect  of  the  duty  on  the  price  and  consumption 
of  imported  Egyptian  extra  long-staple  cotton  and  from  this  to  determine  its 
effect  on  the  price  and  consumption  of  Pima.    The  analysis  will  be  divided  into 
three  parts,  as  follows: 
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Effrct  of  the  duty  on  the  differential  in  price  of  extra 
long-etaple  Egyptian  in  Nov;  Engl-?jid  above  the  price  in 
Alexhindria, 

Effect  of  the  duty  on  domestic  and  foreign  consumption  and 
price  of  extra  long- staple  Egyptian, 

Effect  on  Piiiia  as  indicated  by  changes  in  Ecyptian  extra 
long- staple  consumption  and  price. 

Effects  on  Eg^''ptian  Extra  Long-Staple 

Effect  jon  Egj'ptian  extra  long-staple  inter -market  price  differential,  - 
The  price  of  Sakellaridis  in  New  England  en.d  Alexandria  before  and  after  the 
imposition  of  the  7-cent-por-pound  duty  on  June  18,  1930  is  shown  in  figure  3, 
The  price  of  Sakellaridis  is  used  as  representative  of  the  prices  of  Egyptian 
extra  long-staple  cottons.    The  spread  between  the  prices  in  the  tvjo  markets 
is  the  price  differential  that  will  bo  discussed. 


Since  Sakellaridis  and  other  somewhat  simdlar  Egyptian  cottons  continued 
to  be  imported,  though  at  reduced  volumes,  after  the  duty  was  imposed  in  June 
1930  (table  8)  ,  it  v/ould  be  reasonable  to  expect  th?t  except  for  such  changes 
as  might  have  been  caused  by  non-duty  factors  28/  the  inter-market  price 
differential  would  increase  by  about  the  amount  of  the  duty. 

In  the  pre-duty  period  beginning  with  the  1923-24  season,  the  first 
complete  season  following  the  imposition  of  the  Tariff  Act  of  1922  which 
restored  this  cotton  to  the  free  list,  the  New  England  price  of  Sakellaridis 
exceeded  its  price  in  Alexandria  by  the  following  amounts: 

1923-  24    7.31^^  per  lb.  1927-28    1.635^  per  lb. 

1924-  25    3.03^/  per  lb.  1928-29    2.10?^  per  lb. 

1925-  26    3.71$!-  per  lb,  1929-30  (1st  10 

1926-  27    2.C6Qf  per  lb.  months)    2.18^^  per  lb. 

Average  above    3.18?^  per  lb. 

On  the  average  for  the  entire  82-month-pre-duty  period  the  price  of 
Sakellaridis  in  New  England  exceeded  the  price  in  Alexandria  by  3.18  cents 
per  pound. 

In  May  1930  the  New  England  price  of  Sakellaridis  exceeded  the 
Alexandria  price  by  1.06  cents  per  pound.    The  7-cent-per-pomid  duty  became 
effective  on  June  18,  1930.    Three  months  later  the  margin  averaged  5.29  cents 
per  pound,  the  follovang  month  (October)  it  averaged  8.07  cents  per  pound,  en.d 
it  has  been  larger  than  that  in  every  subsequent  month.    The  post -duty  annual 
averages  are  as  follows: 

1930-  31    7.789^  per  lb.  1934-35    10.65$^  per  lb. 

1931-  32    9.67g!  per  lb.  1935-36    10.635'  per  lb. 

1932-  33    10.01^  per  lb.  1935-37    10. 67??  per  lb. 

1933-  34    10.525^  per  lb. 

Average  above    10,00^  per  lb, 

28/    See  conditions  listed  in  connection  vjith  Egyptian  Uppers,  page  8« 
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In  the  7  pre-duty  years  the  average  nargin  cf  the  Nev/  England  over  the 
Alexandria  price  of  Sakellaridis  v;as  3,18  cents  per.  pound,  and  in  the  7  post- 
duty  years  it  has  averaged  10.00  cents  per  pound,  an  increase  of  6,82  cents 
per  pound.    The  fact  that  such  costs  cf  importation  as  ocean  freight,  interest, 
and  insurance  averaged  Icvrer  in  the  7  years  ended  153G-37  than  in  the  pre-duty 
period  has  tended  to  cause  the  spread  to  widen  less  than  7  cents,  -Likewise, 
the  fact  that  the  relative  quality  of  the  cotton  quoted  in  the  t7;o  narkets  nay 
change  somewhat  from  time  to  time  might  also  contribute  to  the  failure  of  the 
spread  to  widen  by  the    exact  amount  of  the  duty.     In  this  connection  it  is 
significant  to  note  that  there  is  a  rather  wide  variation  in  the  quality  of 
Sakellaridis  cotton  and  that  the  price  quotations  used,  particularly  those 
for  the  United  States  during  the  post-duty  years,  were  not  based  on  exactly 
tho  same  quality  of  cotton  at  all  times.    For  these  and  similar  reasons,  it 
seums  clear  that  the  actual  change  in  the  inter-market  price  differential  fol- 
lowing the  imposition  of  a  duty  can  usuo.lly  not  be  taken  as  an  exact  measure 
of  the  effect  of  the  duty  on  that  differential.    But  for  the  same  reasons  as 
were  given  with  respect  to  Egyptian  Uppers  (page  8  ),  it  is  believed  that  the 
7-cent  cuty  caused  the  spread  between  the  United  States  and  foreign  price  of 
a  given  quality  of  Sakellaridis  to  have  averaged  very  nearly  7  cents  per  pound 
greater  diiring  the  7  post-duty  years  tnoji  would  have  been  the  case  without  the 
duty. 

Effect  of  the  duty  on  domestic  and  foreign  c ons uir.pt i on  and  price  of 
extra  long-staple  Egypt  ian,-    As  -.vas  indicfit'od  in  discussing  the  incidence  cf 
the  duty  on  the  price  of  Egyptian  Uppers  (page  lo),  the  important  thing  to  de- 
termine 7^ith  respect  to  the  price  effect  of  the  duty  is  the  extent  to  which 
the  duty  raised  the  United  States  price  and  lov^ered  the  price  in  foreign 
countries.    Any  duty  acts  as  a  v/edge  driven  between  the  price  cf  the  dutiable 
article  in  the  duty-laying  coxantry  and  the  price  of  the  article    in  the  country 
from  v/hich  it  is  imported.    Like  any  other  vredge,  it  tends  to  move  the  separated 
parts  in  opposite  directions. 

Due  to  lack  of  data,  it  has  been  found  extremely  difficult  to  arrive  at 
a  very  definite  quantitative  conclusion  concerning  the  absolute  effect  cf  the 
duty  on  the  price  cf  Sakellaridis  cotton.    By  carefully  exairdning  the  situation 
vrith  respect  to  domestic  and  foreign  cons\Miption  of  extra  long-staple  Egyptian 
cotton,  certain  general  conclusions  have  been  drawn  which  seen  quite  reasonable, 

Unf ortur^ately,  there  are  no  regularly  reported  data  on  the  consumption 
of  Sakellaridis  or  other  extra  long-staple  cctton  in  this  country  either  on  a 
monthly  or  on  an  annual  basis.    For  the  4  seasons  1927-28  to  1930-31  the  dom- 
estic consumption  of  Egyptian  cctton  1-3/8  inches  and  up  in  staple  length  has 
been  estimated  by  the  Bureau  of  Agricultural  Economics  29/  on  the  basis  of 
sample  data  obtained  from  cooperating  mills  and  the  totaT  consumption  of 
Eg^^tian  cotton  as  reported  by  the  Bureau  cf  the  Census,    The  only  other  con- 
sumption estimate  available  is  an  estim.ate  for  the  calendar  year  1932  made  by 
the  Tariff  Commission  on  the  basis  of  census  data  and  questiorjiaires  to  manu- 
facturers (table  8),    Since  1928-2S  it  has  been  possible  to  calculate  the 
dcnestic  disappearance  (imports  adjusted  for  changes  in  stocks)  of  Egyptian 
cotton    1-3/8  inches    and  longer  in  staple.  In  the 

29/  Staple  Length  cf  Foreign-grown  Cottons  Consumed  in  the  United  States  1928- 
1931,  Bureau  of  Agricultural  Economics,  (Mimeograph.) 


earlier  years  most  of  this  was  Sakellaridis  but  in  later  years  an  increasing 
proportion  has  been  of  other  Egyptian  extra  long-staple  varieties. 

If  all  of  the  data  were  accurate  the  consumption  and  disappearance  data 
would  agree,    Unf ort'.inatelj^,  there  are  very  lari^e  dj.screparcies,  especially  in 
the  years  prior  to  the  duty.     In  those  years  the  disappearance  is  nmch  larger 
than  the  consumption  figure.     It  has  been  suggested  oO/  that  especially  in  the 
pre -duty  years,  most  of  the  discrepancy  may  have  beGir~due  to  an  overstatement 
of  the  imports  of  Eg^^ptian  cotton  1-3/8  and  up  used  to  derive  the  disappearance 
figures,    Im.port  statistics  are  made  up  from  descriptions  on  the  entry  forms, 
which  may  represent,  in  many  instances,  commercial  designations  not  actually 
1-3/8  inches  by  Goverrjnent  standards.     It  is  probable  that  since  the  duty  went 
into  effect  the  importers  have  described  the  different  staple  lengths  more  ac- 
curately than  they  did  prior  to  the  duty.     On  this  basis  it  is  believed  that 
the  consumption  figures  given  in  table  8  are  more  nearly  accurate  than  the  dis- 
appearance figures  prior  to  1930-ol,    In  this  analysis  the  average  estimated 
consumption  of  extra  long-staple  Egyptian  ccttcn  in  1928-29  and  1929-30  is 
used  3l/  and  in  the  7  post-duty  years  the  average  disappearance  is  used.  These 
figured  shew  a  decline  from  59,100  bales  in  the  pre-duty  period  to  39,700  bales 
in  the  post-duty  period. 

On  this  basis  it  appears  that  the  post-duty  ccnsumption  of  Egyptian  extra 
long-staple  cotton  mdght  have  been  about  20,000  bales  l-^ss  than  the  average  con- 
sumption in  the  2  pre-duty  years,  which  is  a  decline  of  33  percent. 

After  having  estimated  the  decline  in  t}ie  domestic  consum.ption,  the  next 
problem  is  to  estimate  what  part  of  this  decline  in  the  United  States  consumption 
of  Egyptian  extra  long-staple  cotton  was  due  tc  the  duty  and  what  part  was  due  to 
other  factors.    Such  an  estimate  necessitates  making  an  appraisal  of  the  extent 
to  which  the  domestic  consumption  of  this  cotton  is  affected  by  changes  in  its 
price  of  T  cents  per  pound  or  less  or  of  the  extent  to  which  the  depression  or 
certain  other  factors  might  have  reduced  domestic  c ons ^junpt i on  of  this  cotton, even 
if  the  doirfistic  price  in  the  post-duty  period  had  averaged  7  cents  per  pound 
lower  than  it  did, 

A  report  issued  by  the  Tariff  Comirdssion  in  1922  32/  stated  that  the 
sewing  thread  industry  was,  at  that  time,  apparently  the~Targest  consumer  of 
Sakellaridis  cotton.    That  industry  was  said  tc  have  required  Sakellaridis  not 
only  for  making  fine  thread  but  also  for  making  coarse  thread  where  special 
strength  was  required,  such  as  shoe  thread,    A  more  recent  report  33/  issued  by 
the  Commission  contains  an  estimate  based  partly  on  a  special  compilation  by  the 
Census  Bureau  and  partly  on  a  quest  iorjia ire  sent  by  the  Commission  to  manufactur- 
ers, which  shows  that  in  the  calendar  year  1932  approximately  three-fourths  of 
the  United  States  consumption  of  Sakellaridis  and  other  imported  extra  long- 
staple  was  used  in  the  thread  industry,  about  one-eighth  in  the  tire  fabric  in- 
dustry, and  the  remaining  one-eighth  about  equally  divided  between  the  fine  goods 
industry  and  other  industries,  chiefly  the  knit  goods  industry, 

30/  Long-Staple  Cotton,  Report  No,  85,  U.S. Tariff  Commission,  1955,  p.  53, 

"ST/  See  second  preceding  note  for  reference, 

"S^/  The  Em.ergency  Tariff  Act  and  Long-Staple   :Cottcn,  p.  17. 

33/  Long-Staple  Gotten,  Report  No,  85,  U.S,  Tariff  Commission,  pp.  55  and  57, 


It  is  probable  that  these  percentages  were  somewhat  different  in  other 
years  but  data  for  utilization  in  all  industries  in  those  years  are  net  avail- 
able. 

It  will  not  be  pos-sible.  to  estiniate  the  cnange  in  the  output  of  each  of 
the  four  of  the  industries  using" Egyptian  extra  long-staple  cotton  that  occurred 
after  the  imposition  of  the  duty.    Some    information  is  available,  however,  for 
the  three  industries  (thread,  tires,  and  fine  goods)  which  in  1932  apparently 
used  more  than  90  percent  of  all  imported  extra  long-staple  cotton  consumed. 

The  figures  on  the  production  of  thread  in  census  years  given  in  table  5 
indicate  that  the  production  of  thread  increased  from  25,250,000  pounds  in  1929 
to  an  average  of  27,395,000  pounds  in  the  3  post-duty  census  years  cr  an  in- 
crease of  about  8-I/2  percent. 

It  is  believed  that  thj-ead  production  would  not  have  increased  much  more 
than  8-I/2  percent,  even  if  there  had  been  no  duty  on  Egyptian  extra  long-staple 
cotton.    In  the  first  place,  Sakollaridis  and  other  Egyptian  extra  long-staple 
cotton  is  only  about  ono-half  of  total  cotton  used  in  thread  (table  6).     In  the 
second  place,  thread  constitutes  a  very  Sinall  part  of  the  cost  of  a  shirt,  a 
dress,  a  suit,  cr  of  most  other  products  in  "-JThich  thread  is  used,  and  for  that 
reason  the  demand  for  thread,  and  therefore  the  demand  for  cotton  by  the  thread 
industry,  is  probably  very  inelastic.    For  instance,  if  the  price  of  Sakellari- 
dis  and  all  other  cotton  used  in  thread  doubled  in  price  and  the  price  of  thread 
doubled,  it  would  probably  r..dd  less  than  5  cents  to  the  cost  of  producing  a  shirt 
or  a  dress  -which    sells  for  from.  $1.00  to  $10,00  or  FiOrc,     Since,  hovrever, 
Egyptian  extra  long-staple  cotton  is  only  about  half  cf  the  cotton  used  in  thread, 
and  since  the  duty  could  net  have  raised  the  price  of  that  half  more  than  7  cents 
per  pound,  any  increase  in  cost  resulting  from,  the  dr.ty  would  be  a  negligible 
fraction  of  the  price  of  tiie  finished  article  in  v/hich  the  imported  extra  long- 
staple  was  used.     It  seer.s  reasonable  to  believe,  therefore,  that  the  production 
of  thread  probably  was  affected  to  a  very  small  extent  by  any  chsnge  in  the  price 
of  Egyptian  extra  long-staple  cotton  that  might  have  been  caused  by  the  7-cent 
duty. 

If  Sakellaridis  and  other  Egyptian  extra  long-staple  cotton  v.^ers  the 
only  kind  cf  cotton  which  could  be  used  in  the  thread  industry  then,  since  the 
demand  for  ccttcn  in  that  industry  is  (as  indicated  above)  probably  very  inelastic, 
any  increase  in  the  price  cf  these  cottons  due  to  the  duty  would  not  cause  an 
important  reduction  in  the  consumpticn  cf  them  in  that  industry.     But  Egyptian 
extra  long-staple  is  not  the  only  cotton  used  in  thread.     In  the  3  years  for 
which  estimates  are  available  it  comprised  about  50  percent  of  total  cotton  used 
in  thiread,  American  long- staple  Upland  from.  30  to  50^  percent,  and  Egyptian  Uppers 
as  high  as  15  percent  of  total  cotton  used  in  trj-ead  (table  6),      Sm.all  amounts  cf 
Pima  and  Sea  Island  have  also  been  used.     It  is  believed  very  little  short-staple 
cotton  is  used  in  thread.     In  view  cf  the  use  cf  other  cottons  in  thread,  the  pos- 
sibility of  substitution  must  be  examined. 

Most  of  the  Sakellaridis  and  other  somewhat  sim.ilar  cotton  is  about  1-3/8 
inches  or  longer  in  staple  length,  practically  all  cf  the  long-staple  Upland  and 
Egyptian  Uppers  is  less  than  I-I/4  inches  in  length.    On  the  ether  hand,  most  of 
the  Pima  cotton  is  considerably  longer  than  Sakellaridis,    For  many  uses  it  is 
very  important  that  thread  be  cf  uniform,  strength  and  diameter.     It  is  difficult 


to  secure  uniformity  in  the  product  when  cottons  with  marked  differences  in 
staple-length  are  mixed.    For  this  reason  there  is  probably  very  little  mixing 
of  Sakellaridis  and  other  similar  Egyptian  cottons  with  Egyptian  Uppers,  Ameri- 
can Upland,  or  American-Egypt iaja  in  the  production  cf  thread.    Therefore,  it 
is  believed  that  if  substitution  takes  place  it  takes  the  form  of  a  substitu- 
tion of  thread  produced  from  Pima,  American  long-staple,  or  Egyptian  Uppers, 
for  thread  from  Sakellaridis  and  other  similar  Egyptian  cottons  rather  than  by 
using  a  smaller  proportion  of  the  extra  long-staple  varieties  in  a  given  batch 
cf  thread.    The  question  as  to  the  effect  of  the  duty  on  the  consumption  of 
Egyptian  extra  long-staple  in  the  thread  industry,  therefore,  takes  this  form: 
If  the  duty  raises  the  price  of  Sakellaridis  and,  therefore,  the  price  of  thread 
made  out  of  Sakellaridis  and  does  not  raise  the  price  of  thread  made  out  of 
other  cotton,  will  this  result    in  the  substitution  of  the  latter  kind  of  thread 
for  the  former?      If  this  substitution  does  not  occur,  then  the  duty  will  have 
little  effect  on  the  consumption  cf  Sakellaridis  in  thread,  since  the  demand 
for  thread,  particularly  thread  made  from  Sakellaridis  because  of  its  special 
characteristics  is,  as  previously  indicated,  probably  very  inelastic. 

Several  considerations  point  toward  the  conclusion  that  a  7-cent  duty 
on  Egyptian  extra  long-staple  would  not  cause  a  noticeable  displacement  of 
thread  made  from  Sakellaridis  and  other  Egyptian  extra  long-staple  by  thread 
made  from  other  cotton.        Most  of  the  thread  produced  in  the  United  States  is 
used  by  manufacturers  rather  tlian  by  housewives.    Thread  produced  for  industrial 
uses  is  estimated  to  be  from  two  to  two-and-one-half  times  the  quantity  produced 
for  household  use,  34/      The  reaction  of  industrial  users  to  a  change  in  the 
price  of  thread  is,  therefore,  of  more  importance  than  that  of  other  users. 
Furthermore,  the  duty  is  of  course,  a  smaller  fraction  of  the  retail  price  of 
thread  to  domestic  users  than  cf  the  wholesale  price  to  industrial  users.  Thread 
produced  from  Sakellaridis  has  been  preferred  by  industrial  users  because  cf  its 
higher  resistance  to  breakage  and  its  high  luster,  either  when  natural  or  when 
mercerized. 

With  the  increase  in  the  speed  of  sewing  machines  resulting  from  the 
application  cf  mechanical  motive  power  and  ether  improvements  and  with  the  use 
of  finer  needles  and  finer  needle  eyes,  industrial    users  have  placed  an  in- 
creased emphasis  on  strength,  evenness  of  thread  structure,  elasticity,  re- 
sistance to  heat,  and  other  factors  affecting  resistance  tc  breakage.  Further- 
more, there  has  been  a  tendency  in  recent  years  fcr  large  users  of  thread  to 
test  their  thread  purchases  as  to  size,  strength,  yardage,  and  quality.  54/ 
The  use  of  a  thread  subject  to  an  undue  amount  of  breakage  may  reduce  the 
quality  of  the  finished  product  in  addition  to  causing  a  loss  from  machine 
stoppages.    Machine  stoppages  result  in  a  reduction  in  output  without  a  cor- 
responding reduction  in  expenses. 

In  this  connection,  it  should  be  noted  that  the  Icv/est  average  annual 
value  per  pound  cf  all  thread  produced  in  the  United  States  in  the  census  years 
1921-35  was  $1,01  and  that  some  cf  the  thread  from,  the  better  qualities  of 
Egyptian  cotton  might  ordinarily  sell  for  twice  the  price  cf  the  average  quality 
of  thread.    An  increase,  therefore,   of  10  cents  a  pound  in  the  price  cf  thread 
(including  an  allowance  fcr  manufacturing  waste)  due  to  the  7-cent  duty  on 
cotton,  v^rhich  would  be  approximately  a  maximum  since  the  duty  raised  the  dom- 
estic price  of  the  imported  cotton  less  than  7  cents,  would  represent  an 

54/  Cotton  Sewing  Thread  and  Cottons  for  Handwork,  U.S, Tariff  Commission,  1927. 
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increase  of  5  to  possibly  10  percent  in  the  price  of  thread.    This  v/culd  hardly 
constitute  a  significant  reason  for  a  manufacturer  changing  to  other  thread  in 
view  of  the  substantial  losses  that  might  result  from  using  a  slightly  cheaper 
thread,  particularly  v^hen  the  thread  represents  such  a  small  proportion  of  the 
;nanuf acturer ' s  finis h'-d  product. 

The  above  argument  that  any  substantial  part  of  any  shift  away  from. 
Egyptian  extra  long-staple  that  mdght  have  occurred  in  the  thread  industry  in 
the  post-duty  period  was  not  due  to  the  duty  is  substantiated  to  a  considerable 
extent  by  the  fact  that  there  was  no  such  shjft  in  the  first  3  years  of  that 
period.     On  the  basis  of  returns  from  questionnaires,  the  United  States  Tariff 
Commiscion  estimated  that  in  19<i9  Sakollaridis  constituted  49.8  percent  of 
total  cotton  in  thread;  in  1932,  53.9  percent;  and  in  the  first  9  m.onths  of 
1933,  48,2  percent  (table  6),    These  data  indicate  very  little  shift  away  from 
Sakellaridis  toward  other  cottons  up  to  the  latter  part  of  1933,    This  cotton, 
therefore,  maintained  its  relative  position  among  other  cottons  used  in  the 
thread  industry  for  ever  3  years  after  the  duty  was  enacted.     It  v/culd  seem 
that  if  the  duty  were  going  to  decrease  materially  the  ratio  of  Egyptian  extra 
long-staple  tc  total  cotton  used  in  thread,  that  the  3-l/''4  years  from  June  18, 
1S30  through  September  1933  'Ai-ould  have  been  a  long  enough  tim.e  for  thjs  to 
have  shown  results. 


In  vievv-  of  the  character  of  the  demand  for  Egyptian  extra  long-5taple 
in  the  thread  industry  outlined  above  and  the  fc.ct  that  there  was  no  shift  away 
from,  this  cotton  to  other  cottons  in  the  thread  industry  in  the  first  3-l/4 
years  after  the  imposition  of  the  duty,  it  would  seem  reasonable  to  assume  that 
any  shift  away  from  the  use  of  this  cotton  in  thread  that  might  have  occurred 
after  1933  would  not  be  to  cottons  as  m.aterially  different  in  staple  length  and 
other  characteristics  as  Fim^,  American  long-staple  Upland,  and  Egyptian  Uppers, 
Any  shift  to  the  latter  cotton  would  probably  not  be  attributable  to  the  duty 
because  Uppers  was  subject  to  the  same  duty  as  extra  long-staple  and  because, 
as  indicated  on  pages  10  to  11,  the  duty  probcbly  raised  the  domestic  price  of 
that  cotton  by  almost  the  entire  amount  of  tJie  duty.     Though  any  shift  away 
from  Egyptian  extra  long-staple  probably  did  not  benefit  the  cottons  mentioned, 
there  nevertheless  m.ight  have  been  a  sm.all  shift  av/ay  from  tliis  cotton  because 
after  1933  there  were  increasing  supplies  of  certain  other  cottons  only  slightly 
shorter  in  staple  length. 


An  exam^ination  of  Egyptian  export  statistics  by  variety  shavs  that, 
since  1933,  there  have  been  marked  increases  in  the  experts  of  Giza  tc  the 
United  States.    Unpublished  data  with  respect  to  the  staple  length  of  the  Giza 
cotton  imported  into  the  United  States  indicate  that  a  cor.siderable  proportion 
of  it  is  just  under  1-3/8  inches  in  staple  lergth.    The  exports  of  Eg;s^-tian 
Sakellaridis  to  the  United  States,  on  the  ether  hand,  have  decreased  from.  51,000 
bales  in  1933-34  to  less  than  6,000  bales  in  1936-37.     This  marked  shift  from 
Sakellaridis  tc  Giza  has  apparently  been  due  in  a  large  measure  to  changes  in 
the  relative  supplies  of  these  cottons  which  in  turn  has  been  due  in  part  to 
activity  on  the  part  of  the  Egyptian  Governm.ent  in  the  promiction  of  the  pro- 
duction of  Giza  in  place  of  Sakellaridis,    Trends  in  the  production  and  supply 
of  these  tvro  varieties  are  indicated  by  the  fcllcwing  figures  on  ginnings : 
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Variety 

1930-31 

1933-34  ' 

1936-37 

Bales 

Bales 

Boles 

Salcellaridis  ... 

437,000 

239,000 

108,000 

4,000 

91,000 

391,000 

It  is  possible,  thereforei,  especially  follcwing  1932-33,  that  an  in- 
creasing percentage  of  the  imports  of  Egyptian  cotton  l-l/S  to  1-3/8  inches  in 
length,  shown  in  table  2,  was  near  the  upper  end  of  the  bracket  and  this  would 
at  least  constitute  a  new  supply  of  such  cotton  which  might  have  been  used  in- 
stead of  Egyptian  extra  long-staple  in  the  thread  industry.      Again,  howsTer, 
it  may  be  pointed  out  that  even  if  such  a  shift  did  occur  it  was  in  only  a  minor 
degree  due  to  the  duty  since  Giza  7  and  similar  cotton  is  dutiable  and  its  dom- 
estic price  was  probably  raised  by  the  duty  about  as  much  as  the  price  of  Egyp- 
tian Uppers, 

Though  it  has  been  concluded  that  the  duty  probably  caused  little,  if 
any,  shift  away  from  Egyptian  extra  long-staple  to  other  cottons  in  the  thread 
industry,  this  should  not  be  taken  to  imply  that  there  was  no  such  shift  after 
the  duty  went  into  effect  due  to  other  causes.      Data  are  not  available  to  show- 
that  there  has,  or  has  not,  been  such  a  shift  in  the  thread  industry  for  the 
post-duty  period  as  a  whole,  but  available  data  do  shav  that  there  was  no  shift 
up  through  the  latter  part  of  1933,     Such  incomplete  figures  as  are  available 
seem  to  indicate  that  all  of  the  estimated  20,000-bale  decline  in  the  domestic 
consumption  of  Egyptian  extra  long-staple  might  be  accounted  for  without  the 
necessity  of  assuming  any  decrease  in  the  ratio  of  Egyptian  extra  long-staple 
to  total  cotton  used  in  the  ttiread  industry.    As  indicated  in  the  preceding 
paragraph,  hcwever,  there  might  have  been  some  shift  in  this  industry  after 
1933  from  cotton  1-3/8  inches  or  slightly  longer  in  staple  to  imported  cotton 
just  under  1-3/8  inches.     But,  for  reasons  already  outlined,  it  is  believed 
that  if  there  were  such  a  shift  in  the  thread  industry  after  1933  it  was  due 
principally  to  causes  other  than  the  duty. 

Most  of  the  long  and  extra  long-staple  cotton  used  in  tires  is  used  in 
truck  and  bus  tires  as  indicated  above  (page  13  ),     The  number  of  truck  and  bus 
tires  produced  in  the  post-duty  period  vfas  4  percent  smaller  than  the  estimated 
average  for  the  2  pre-duty  years  (table  3),      It  is  believed  that  the  duty  on 
extra  long-staple  cotton  can  not  be  held  responi^ible  for  any  considerable  part 
of  the  decline  in  the  production  of  bus  arid  truck  tiros,      Sakellaridis  and 
other  Egyptian  extra  long-staple  cotton  probably  constituted  a  minor  fraction 
of  all  long-staple  cotton  in  truck  and  bus  tires     in  both  the  pre-duty  and  post- 
duty  period,  35/      The  increase  in  the  cost  of  truck  and  bus  transportation  that 
would  result  from  a  7-cent  duty  on  such  a  minor  fraction  of  the  cotton  used  in 
truck  tires  may  be  assumed  to  be  negligible.    This  v/as  also  sha-m  to  be  true  for 
Uppers  cotton  which  is  a  much  larger  fraction  of  the  cotton  used  in  t  ruck  tires, 
(See  pages  14^-  15,) 

35/  Table  4  shovj-s  that  Sakellaridis  was  only  1.6  percent  of  all  cotton  in  all 
Tires  in  1932  and  0.2  percent  in  193  5-36, 
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On  the  other  hand,  the  duty  ni^lvt  have  had  some  tendency  to  cause  the 
substitution  of  other  ccttcns,  such  as  Finia  and  i^anericen  long-staple  Upland, 
for  Egyptian  extra  long- staple  in  the  tire  industry.    Table  4  indicates  that 
in  1928  Uppers  and  Sakellaridis  constituted  21,4  percent  of  all  cotton  in  tires 
and  American  Upland  long-staple  and  Fina  accounted  for  8-1/2  percent.     In  1932 
the  imported  cottons  accounted  for  only  10  percent,  v;ith  tho  domestic  long- 
staple  cottons  supplying  an  equal  percentage.    In  1935-36  the  imported  cottons 
only  amounted  to  3,6  percent  of  the  total  whereas  the  t'.vo  dor.estic  long-staple 
cottons  had  increased  to  26.2  percent  of  the  total, 

Vrhatever  the  decrease  in  the  ratio  of  Sakellaridis  and  other  Eg\T3tian 
extra  long-staple  to  total  cotton  in  tires  may  have  been,  it  'Aras  probably  not 
all  due  to  the  duty.    There  has  been  a  tendency  for  tire  fabric  manufacturers 
to  use  shorter  and  cheaper  staples  in  the  production  of  tire  fabrics.  This 
has  been  me.de  possible  by  improved  methcis  of  manufacture  of  tire  fabric  and 
vras  under  v.'ay  several  ;^^ars  before  the  duty  was  enacted. 

The  available  data  pertaining  to  the  fine  goods  industry,  v;hich  in  1932 
is  estimated  to  have  used  about  6  percent  of  the  Eg;^'ptian  extra  long-staple 
cotton  consumed  in  the  United  States,  are  also  incomplete.    Every  indication, 
hCT/ever,  points  to  a  very  substantial  reduction  in  the  quantity  of  fine  goods 
produced  following  1930,    Most  of  the  extra    long-staple  used  in  fine  goods  is 
in  yarns  vdth  a  count  of  over  60,     35/    The  estimated  cotton  content  {allc/ring 
30  percent  for  imste)  of  cotton  yarns'  61 's  and  over  produced  for  sale  and  for 
use  by  the  producing  mills  in  census  years  as  reported  in  pounds  of  yarn  by  the 
Bureau  of  the  Census  has  been  as  follov/-s: 


1929 

500 

lb. 

1931 

87,700      "  " 

i»  - 

If 

1933 

not  available 

1935 

63,000  bales  of 

II 

It 

Average 

1931  and  1935     85,000      "  " 

II 

It 

On  the  basic  cf  the  above  data  there  v.-as  an  apparent  reduction  in  the 
production  of  cotton  yarns  61 's  and  over  of  about  44  percent  in  the  post-duty 
period  as  compared  with  the  pre-duty  period.      One  factor  pointing  to  a  larger 
decline  than  this  is  the  fact  that  in  1929  there  v/as  a  l-^rge  amount  of  yarn 
produced  th^at  v/as  not  classified  according  to  yarn  count,  a  part  of  --.vhich  might 
have  been  61 's  and  over.      On  the  other  hand,  the  average  production  of  yarns 
el's  and  over  in  1931  and  1935  was  probably  considerably  smaller  than  the  average 
production  for  the  7  post-duty  ;^'ears  used  throughout  most  cf  this  report,  whereas 
the  production  in  1929,  except  for  the  reason  just  mentioned,  v;-as  probably  more 
nearly  representative  cf  the  pre-duty  period  used,    '/7ith  the  cost  of  the  raw 
materiel  a  ocniparr.tively  small  part  of  the  price  cf  fine  goods  it  is  safe  to  say 
that  a  rather  small  part  of  the  decline  in  the  output  cf  fine  goods  was  due  to 
any  increase  in  the  price  cf  ra^-.'-  cotton  which  r.ay  have  occurred  due  to  the  duty. 

It  is  estimated  by  the  Tariff  Commission  (table  lO)  that  Egyptian  extra 
long-staple  cotton  did  net  constitute  rxre  than  1,86  percent  of  the  total  cotton 

£|7    Long  Staple  Gotten,  United  States  Tariff  Commission,  1935,  page  63, 


-  36  - 


s 


used  in  fine  gcods  in  1929;  net  more  than  1,39  percent  in  1932  and  not  more 
than  1,99  percent  in  the  first  9  months  of  1933,     Though  these  figures  indi- 
cate some  shift  away  from  this  cotton  between  1929  and  1932  they  also  indicate 
that  this  trend  was  reversed  between  1932  and  the  first  9  months  of  1933.  In 
view  of  the  small  amounts  of  this  cotton  involved,  however,   (about  3,000  bales 
in  1932)  it  is  again  admitted  that  these  ostiijriates  pertaining  to  the  quantity 
and  percentage  of  Egyptian  extra  long-staple  cotton  used  in  the  fine  gcods  in- 
dustry are  not  necessarily  very  accurate  since  the  failure  of  a  single  important 
user  of  this  cotton  to  report  would  materially  affect  the  estimates.    This  and 
the  lack  of  any  estimates  for  ether  post-duty  years  make  it  difficult  to  evalu- 
ate the  effect  of  the  duty  on  the  substitution  of  other  cottons  for  Egyptian 
extra  long-staple  in  the  fine  goods  industry.    Nevertheless,  such  data  as  are 
available  indicate  that  there  was  little  or  no  decline  in  the  proportion  of 
this  cotton  in  the  fine  goods  industry  betvieen  1929  and  1932,  and  the  first  9 
months  of  1933,     It  would  appear  that  the  3-l/4  years  from  June  1930  to  September 
1933  provided  sufficient  time  for  the  duty  to  have  caused  a  shift  if  it  were 
going  to  do  so. 

As  already  stated  (page   30  )  it  has  been  estimated  by  the  Tariff  Com- 
mission that  in  1932  all  but  about  l/l6  of  the  SakeD  laridd.s  and  other  imported 
extra  long-staple  cotton  used  in  the  United  States  was  consumed  by  the  manu- 
facturers of  thread,  tire  fabrics,  and  fine  goods.     Of  the  remaining  1/16  it 
is  thought  that  most  of  it  was  consumed  by  the  Icnit  goods  industry.  Available 
data  with  respect  to  the  quantity  of  raw  cotton  and  purchased  cotton  yarn  used 
by  this  industry  in  1929  and  in  1931  and  1933  indicate  that  the  quantity  of 
this     cotton  used  by  the  knit  goods  industry  probably  would  have  been  less  in 
the  7  years  following  the  imposition  of  the  duty  than  in  the  years  imm.ediatcly 
preceding,  even  if  there  had  been  no  duty.    Furthermore,  data  gathered  by 
questionnaire  and  released  by  the  Tariff  Commission,  together  with  the  esti- 
mates of  total  domestic  consumption  of  this  cotton,  indicate  that  beti/feen  1929 
and  1932  there  was  little  if  any  decline  in  the  quantity  of  Egyptian  extra 
long-staple  cotton  in  the  knit  goods  industry.    This  would  indicate  that  the 
duty  could  have  tended  to  cause  very  little  decline  in  the  use  of  this  cotton 
in  this  industry  between  1929  and  1932, 

From  the  above  examination  of  the  changes  in  the  production  of  the  prin- 
cipal products  in  which  Egyptian  extra  long-staple  cotton  is  used,  nam.ely, 
thread,  tire  fabric,  fine  gcods,  and  knit  goods,  that  occurred  following  the 
imposition  of  the  duty,  it  v/ould  appear  that  these  changes  were  probably  re- 
sponsible for  a  substantial  part  of  the  decline  in  the  domestic  consumption  of 
Egyptian  extra  long-staple  cotton  following  1930.    The  above  considerations 
would  also  indicate  that  very  little  of  the  changes  in  the  output  of  these 
industries  could  be  attributable  to  the  duty.     It  has  also  been  indicated  that 
the  duty  probably  had  comparatively  little  tendency  to  cause  the  substitution 
of  other  cotton  for  Egyptian  extra  long-staple  in  the  thj-ead  or  fine  gcods  in- 
dustries, which  together  used  more  than  three-fourths  of  this  cotton.     In  other 
industries  using  this  cotton,  it  may  have    caused  a  scmevirhat  greater  degree  of 
substitution,  but  even  here  the  effect  of  the  duty  appears  to  have  been  small. 

With  the  thread  industry  several  times  as  important  as  all  the  other 
industries  combined  as  a  consumer  of  this  cotton,  it  would  follow  that  if  these 
conclusions  are  correct  the  duty  was  not  responsible  for  much  of  the  estimated 
decline  of  about  20,000  bales  (see  page      30    )  in  the  domestic  consumption  of 
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Egyptian  extrp*.  Icng-staple  which  occurred  after  the  imposition  of  the  duty. 
Certainly  not  all  of  that  decline  was  due  to  the  duty.     It  is  believed  that  a 
very  conservative  sstiLiP.te  7/ould  be  that  the  duty  could  net  have  been  responsible 
fcr  mere  than  three-fourths  of  the  decline,  or  15,000  bales. 

In  the  7  post-duty  years  the  United  States  imports  of  Eg;;,'ptian  extra 
long-staple  cotton  averaged  33,400  bales,  and  the  average  foreign  consumption 
(taken  as  production  loss  United  States  im.ports)  was  455,600  bales(table  8),  It 
has  been  estirated  above  that  the  duty  probably  did  not  cause  a  reduction  in  the 
domestic  ccnsupiption  of  this  cotton  of  more  than  15,000  bales.    Since  post-duty 
and  pre-duty  average  domestic  stocks  of  this  cotton  were  about  the  same,  it  may 
by  inferred  that  the  duty  caused  about  the  same  reduction  in  imports,    A  15,000- 
bale  reduction  in  imports  would  have  been  a  reduction  of  about  45  percent.  On 
t>xe  other  hand,  even  if  the  foreign  consumers  had  to  absorb  all  of  these  15,000 
bales  it  would  have  been  an  increase  in  the  foreign  consumption  of  only  about 
3,4  percent.    Actually,  of  course,  foreign  consumers  Trould  net  have  had  to  ab- 
sorb all  of  the  15,000  bales  the  United  States  annually  failed  to  import  because 
the  foreign  production  would  have  been  curtailed  somewhat  by  the  decrease  in  the 
foreign  price  caused  by  the  decrease  in  the  United  States  imports.    This  indi- 
cates, of  course,  that  except  for  a  poosible  reduction  in  stocks,  the  duty  v/ould 
have  caused  at  least  a  slight  decline  in  world  consumption  of  foreign  extra 
Icng-stp.ple  cotton.     It  seems  clear  that  a  45-percent  decrease  in  the  United 
States  supply  of  this  cotton  should  have  raised  the  price  in  the  United  States 
a  much  greater  niamber  of  cents  per  pound  than  a  3,4-percent  addition  to  the 
foreign  supply  available  fcr  consumption  vrcuid  have  depressed  the  foreign  price. 
This  is  because  these  percentages  are  so  widely  different  that  the  difference 
in  their  effects  on  the  prices  is  not  likely  to  be  reduced  much  by  an  offsetting 
difference  in  the  responsiveness  of  consum.ers  to  price  changes  in  the  tv/c  markets. 

There  is  scm.e  reason  to  believe  that  the  depressing  effect  of  the  duty 
on  the  foreign  price  of  Egj'ptian  extra  long-staple  cotton  was  greater  than  in 
the  case  of  Egyptian  Uppers,     It  has  been  estim^ated  the  duty  probably  depressed 
the  foreign  price  of  Uppers  less  than  1/4  cent  per  poured  (page  11  ) . 

In  the  case  of  Uppers  the  estimated  foreign  consumption  vras  30  times  as 
large  as  United  States  im.ports  in  the  post-duty  period  but  in  the  case  of 
Egyptian  extra  long-staple  the  estimated  foreign  consumption  v:as  only  13  tim^es 
as  great  as  imports  into  the  United  States,      Other  things  being  equal,  this 
difference  in  the  relative  size  of  the  m.arkets  tends  to  indicate  that  the  for- 
eign price  of  Egyptian  extra  long -staple  was  depressed  much  m.ore  by  the  impo- 
sition of  the  duty  than  the  foreign  price  of  Egyptian  Uppers  was  depressed* 

Effects  on  American-Egyptian  or  Pimii 


Effects  on  Pima  as  indicated  by  changes  in  Egyptian  extra  long- staple 
consuF-pticn  and  price.-     It  was  indicated  in  the  preceding  section  that  15,000 
■bales  probably  would  be  a  liberal  estimate  of  the  decrease  in  the  dom.estic  con- 
sumption of  Egyptian  extra  Icng-staple  cotton  caused  by  the  duty,    Eowever,  even 
if  this  is  considered  established,  it  does  net  2:ecessarily  fcllov/  that  all  of 
this  decrease  in  the  consumption  cf  Egyptian  extra  long-staple  would  be  trans- 
formed into  an  increased  demand  for  Pima,    This  will  depend  upon  whether  Pima 
can  be  substituted  fcr  Sakellaridis  in  the  m.anufacture  of  those  products  in 
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which  Sakellaridis  was  formerly  used  and  upon  Vihether  there  was  any  shift  be- 
tween the  tv\rc  ccttcns  thr-.t  inight  be  due  to  th3  duty. 

Data  on  disappearance  and  consumption  of  Pima  do  not  agree.  Disappear- 
ance figures  based  on  production,  stocks,  and  exports,  indicate  that  there  was 
a  decrease    from  22,800  bales  in  1S29-30  to  an  average  of  14,800  bales  in  the 
7  post-duty  years,  or  35  percent.    On  the  other  hand,  Bureau  of  the  Census 
figures  on  the  consumption  cf  Pima  show  an  increase  of  22  percent  for  the  sa3:iie 
periods  (table  9),      Most  of  this  discrepancy^is  du"e  to  a  large  difference 
betv/eon  disappearance  and  estimated  consumption  of  Pima  in  1929-30  because 
in  the  7  years  since  June  1930  the  average  disappe-arancc  of  14,800  bales  is 
fairly  close  to  the  average  estimated  consumption  of  15,800  bales. 

It  is  probable  that  not  all  cf  the  15,000-bale  decrease  in  the  consump- 
tion of  Egyptian  extra  long-staple  cotton  attributed  to  the  duty  v^as  transformed 
into  an  increased  de?nand  for  Pima  because  total  Pima  consumption  in  the  7  years 
since  June  1930  only  averaged  around  15,600  bales.     It  is  not  probable  that 
there  would  have  been  only  800  bales  cf  Pima  produced  and  consumed  if  there 
had  been  no  duty  on  Egyptian  extra  Icng-staple  cotton.    Though  statistics  by 
industry  are  meagre,  they  tend  to  throw  sorae  light  on  the  question. 

It  has  already  been  stated  that  the  larger  part  cf  the  decrease  in  the 
consumption  of  Sakellaridis  attributable  to  the  duty  probably  took  place  in  the 
tire  fabric  industry.     It  is,  therefore,  in  this  industry  that  the  greatest 
opportunity  existed  fcr  cxl  expe.nsion  of  Pima  consumption.      It  is  estimated, 
hovfever,  that  only  4,500  bales  cf  Pima  were  used  in  the  tire  fabric  industry 
in  1932  (table  4),    VJlien  such  small  amiounts  of  cotton  are  involved,  it  is 
obvious  that  the  failure  to  report  by  a  single  large  user  would  cause  a  serious 
error  in  the  estiiaato.    Conclusions  based  on  such  data  can,  of  course,  be  no 
more  reliable  than  the  data  on  which  they  rest.      Furthermore,  the  4,500-bale 
estimate  is  for  1932  alone,  whereas  the  analysis  is  concerned  with  the  7-year 
period  following  June  1930.     If  it  be  assumed,  however,  th  at  the  4,500  37/ 
bales  is  a  usably  accurate  estim-ate  of  the  Pima  cotton  used  arjiually  in  "^Tres 
in  the  7  years  then  the  most  that  could  be  claimed  is  that  if  there  had  been  no 
duty  the  cansumption  of  Pima  in  tires  wruld  have  been  less  than  4,500  bales.  If 
4,500  bales  actually  represented  the  amount  of  Pima  used  in  tires  it  could  be 
thought   of  as  the  maximum  amount  that  Pima  consumption  could  have  benefited 
from  the  duty  on  Sakellaridis  as  far  as  the  tire  fabric  industry  is  concerned 
with  the"  actual  benefit  probably  less  than  this  maximum.    No  figures  are  at 
hand  shaving  the  amount  of  Pima  used  in  tires  prior  to  the  duty,  and  therefore, 
it  is  not  possible  to  state  whether  the  ratio  of  pina  to  total  cotton  used  in 
tires  has  changed  since  the  duty  went  into  effect. 

As  to  fine  goods  it  m^y  be  pointed  out  that  in  1929  Pima  ccttcn  was  3,35 
percent  of  total  long-staple  cotton  used  in  fine  gocds  and  in  1932  Pima  was  3,76 
percent  (table  10),      This  increase  in  the  Pima  ratio  vr&s  associated  \vith  a  de- 
crease in  the  Sakellaridis  ratio  from  1,76  percent  to  1,13  percent     (table  lO), 

37/     In  this  connection  it  is  noted  that  in  1932  the  Bureau  of  the  Census  re- 
ported a  total  domxestic  consumption  of  Pima  by  all  domestic  industries  cf 
14,700  bales  which  is  only  slightly  smaller  than  the  average  for  the  7  years 
ended  1936-37  of  15,800  bales. 
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Mere  agair  the  estimates  are  open  to  question  since  snail,  actual  amounts  of 
cotton  are  represented.     If,  however,  the  direction  of  change  indicated  by  the 
estimates  is  correct  and  if  the  estimates  are  correct  in  indicating  that  the 
changes  are  small  it  would  appear  that  Pima  might  have  benefited  slightly  in 
the  fine  goods  industry  over  the  period  mentioned.    But  the  benefit  was  pro- 
bably s.mall  because  total  Pima,  c-onsumption  in  the  fine  goods  industry  in  1932 
was  only  8,200  bales,  (table  lO).    Furthermore,  in  the  first  9  months  of  1933 
the  ratio  of  pim.a  to  total  long- staple  in  fine  goods  fell  to  2,61  percent, 
thus  indicating-  that,  whatever  small  benefit  accrued  to  Pima  up  to  the  end  of 
1932  may  net  have,  been  maintained  in  other  post -duty  years. 

As  stated  above,  the  ratio  of  Sakellaridis  to  total  cotton  consiimed  in 
the  production  of  thread,  did  not  decline  up  to  the  latter  part  of  1933,-  Fur- 
thermore, the  corresponding  ratio  for  Fim.a  declined  from  2,2  percent  in  1929 
to  0,3  percent  in  the  first  9  months  of  1933  (table  6),    As  far  as  these 
figures  go  it,  therefore,  appears  that  there  was  little  or  no  gain  to  Pima 
in  the  thread  industry  from  the  duty  on  Sakellaridis  up  to  the  end  of  1933, 
Reasons  have  already  been  given  as  to  why  the  duty  would  hardly  be  expected 
to  cause  any  significant  shift  from  Sakellaridis  to  other  cottons  in  the  pro- 
duction of  thread. 

Since  the  estimated  total  ccnsumntion  of  Pim.a  in  miscelloiieous  uses, 
mostly  knitted  goods,  only  amoxmted  to  700  bales  in  1932,  the  gain  to  Pima 
from  the  duty  on  Sakellaridis  in  this  industry  was  necessarily  small  if  the 
estimated  consumption  is  at  all  accurate , 

In  view  of  the  greater  limitations  of  the  data,  and  of  the  fact  that 
it .  is  net  possible  to  use  a  premiuFi  analysis  in  the  case  of  Pima,  it  is  not 
possible  to  arrive  at  as  satisfactory  an  estimate  cf  the  effect  of  the  duty 
on  the  price  .of  Pima  as  on  the  price  of  American  long-staple  Upland,     In  fact, 
the  difficulties  are  such  as  to  make  it  impossible  to  arrive  at  a  satisfactory 
estimate  of  the  effect  of  the  duty  on  the  price  of    .Pima  if  that  estimate  is 
to  be  based  only  on  the  data  on  Pima  and  Egyptian  extra  long-staple  cotton. 
However,  by  supplementing  the  analysis  of  these  limited  data  with  certain 
comparisons  between  the  situation  with  respect  to  Pima  and  long-staple  Upland 
it  is  possible  to  arrive  at  what  seems  to  be  a  reasonably  useful  conclusion. 

As  in  the  case  of  long-staple  Upland,  the  duty  probably  caused  some 
shift  from  the  competitive  imported  cotton  to  Pima  in  the  domestic  market. 
On  the  otlier  hand,  as  in  the  case  of  American  Upland,  the  limited  available 
data  indicate  that  the  duty  also  caused  a  shift  avmy  from  the  Aiaerican  cotton 
in  foreign  countries.     In  1929-30,  the  only  pre-duty  year  for  which  Pima  ex- 
ports are  available,  the  United  States  exported  5,100  bales  of  Pima,  but  in 
the  7  post-duty  years  exports  of  this  cotton  averaged  only  500  bales.    Due  to 
the  fact  that  production  declined  from  2  8,800  bales  in  1929-30  to  on  -average 
of  14,900  bales  in  the  post-duty  period,  a  decline  cf  48  percent,  it  seems 
quite  likely  that  miuch  of  the  decline  in  exports  resulted  from  this  decline 
in  production,    Hovrever,  in  view  cf  the  90-percent  decline  in  experts,  it 
would  appear  that  a  substantial  portion  cf  the  decline  in  experts  was  due  to 
the  duty.    This  would,  of  course,  be  the  reasonable  expectation,  since,  as 
previously  indicated  the  duty  would  tend  to  lower  the  prices  of  extra  1 cng- 
staple  Egyptian  cotton  relative  to  the  prices  cf  Pima  in  foreign  markets  and 
thereby  weaken  Pima's  competitive  position  in  these  markets. 
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If  the  shifts  away  from  Pima  in  foreign  markets  v.-ere  equal  to  the 
shift  to  Pima  in  the  domes bic  market  then  the  vj-orld  consumption  of  Fima  would 
not  have  been  affected  by  the  duty  and,  therefore,  tlie'duty  could  have  had 
very  little  effect  on  the  domestic  or  foreign  price  of  Pima,    However,  as  pre- 
viously indicated  (page    37),  the  duty  probably  reduced  the  world  consumption 
of  foreign  extra  long-stapld  cotton  to  a  small  extent.    This  in  turn  probably 
resulted  in  a  slightly  larger  world  consumption  of  Pima  with  the  duty  than 
would  have  been  the  case  without  the  duty.    Up  to  this  point  in  the  comparison 
of  the  effect  of  the  duty  on  the  two  domestic  cottons,  th'3  effects  of  the  duty 
on  Pima  appear  to  have  been  quite  similar  to  those  on  long-staple  Upland.  The 
principal  effects  of  the  duty  on  both  domestic  cottons  would  appear  to  have 
been  to  reduce  foreign  consur.ption  and  increase  domestic  consumption  with  rela-' 
tively  little  net  effect  on  the  world  consumption  or  upon  the  prices  of  these 
cottons-.    However,  if  it  were  true,  for  reasons  previously  given  (page  37), 
that  the  duty  rednoed    the  price  of  foreign  extra  long-staple  cotton  in  foreign 
markets  a  larger  percentage  than  it  did  the  price  of  foreign  ordinary  long- 
staple  cotton,  then  it  might  be  reasonable  to  expect  thrt  the  percentage  re- 
duction in  foreign  production  of  this  extra  long-staple  cotton  resulting  from 
the  duty  was  at  least  net  materially  less  than  the  percsrtage  decline  in  the 
foreign  production  of  ordinary  long-staple  cotton.     In  the  7  post-duty  years, 
the  foreign  production  of  Egyptian  ordinary  long-staple  ccttbn  averaged 
1,112,000  bales  (table  2)  and  that  of  Egyptian  extra-long  .staple  averaged 
469,0.00  bales  (table  8),      In  the  same  period  the  domestic  production  of 
American  long-staple  Upland  averaged  743,900  bales  (table  7)  and  the  production 
of  Pima  averegcd  only  14,900  bales  (table  9),      In  view  of  the  wide  ..difference 
in  the  quantities  involved,  even  a  considerably  smaller  percentage  reduction 
in  the  foreign  production  of  extra  long-staple  .cotton  c.ould  easily  be  equivalent 
to  a  much  larger  percenta,R3  of  the  production  of  Pima  cotton  than  a  given  per- 
centage reduction  in  foro^pn  ordinary  long-staple  represented  of  the  dom-estic 
production  of  long-stapl:  Upland,    For  instance,  a  1-percent  decreace  in  the 
production  of  Egyptian  ordinary  long-staple  cotton  wculd  be  only  .l-l/2  percent 
of  the  product ion  of  American  long-staple  Upland  whereas  a  one-half -percent 
decrease  in  the  production  of  Egyptian  extra  long-staple  wculd  be  15,7  per- 
cent    of  the  production  of  Pima. 

For  these  reasons,  it  is  quite  possible  that  the  duty  raised  the  price 
of  Pima  considerably  more  than  it  raised  the  price  of  long-staple  Upland.  How- 
ever, there  is  a  greater  difference  betvreen  the  staple  length  of  Pima  and  m.ost 
extra  long-staple  foreign  cotton  than  between  domestic  and  foreign  ordinary 
long-staple.    This  probably  means  that  Pima  is  less  directly  competitive  v/ith 
foreign  extra  long-staple  cotton  than  American  long-staple  Upland  is  with 
ordinary  long-staple  foreign  cotton  and,  therefore,  probably  tends  to  prevent 
Pima  from  benefiting  more  from  the  duty  than  long-staple  Upland,    It  is  be- 
lieved, hoATever  that  the  first  factor  is  of  sufficient  importance  to  warrant 
the  conclusion  that  the  price  of  Pima  probably  benefited  at  least  as  much, 
and  may  have  benefited  more,  from  the  duty,  than  did  the  price  of  American 
long-£;':aple  Upland, 


-  41  - 


GEAPHIC  EqUILIBRIUM  AMLYSIS  OF  THE  INCIDENCS  OF  TEE  DUTY  ON  TEE 

PRIGS  OF  EGYPTIAN  UPPERS  ■ 

It  is  the  purpose  here  to  estinate  how  nuch  higher  the  foreign  price  cf 
Uppers  \~ould  hp.ve  "been  in  the  7  years  following  the  inposition  of  the  dut^-  tiian 
it  a.ctually  \jaz  in  that  period,  if  there  had  "been  no  duty  on  long-staple  cotton, 
"but  if  all  other  price  facto.rs  had  "been  as  they  actually  were  during  the  period. 
In  other  words,  the  objective  is  to  detcmine  the  averp^e  price  incidence  or  ' 
absolute  effect  of  the  duty  on  the  foreign  price  of  Egyptian  Uppers  during 
the  period.    The  principal  factors  that  detemine  this  are  as  follors: 

Knorm  factors 

(1)  The  United  States  imports  of  Egyptian  Uppers.     (Average  for 

the  7  post-duty  years  fron  table  2  equals  35,900  hales). 

(2)  The  United  States  production  of  Eg;;/ptian  Uppers  or  of  cotton 

with  identical  characteristics.     (Known  to  "be  zero  and  it  is 
assuned  it  would  be  zero  at  any  reasonable  price  for  Uppers). 

(3)  The  Egyptian  production  of  Uppers.     (Average  of  the  7  post- 

duty  years  fron  table  2  equals  1,112,000  bples) . 

(4)  The  foreign  disappearance  -  which  is  taken  as  the  produc- 

tion less  United  States  inports  -  of  S^-ptian  Uppers. 
(Average  of  7  post-duty  years  fron  table  2  equals  1,076,100 
bales) . 

(5)  The  price  of  Egyptian  Uppers  at  Hew  England  Mill  Points. 

(Average  of  the  7  post-duty  years  fron  table  2  is  21.97 
cents  per  pound). 

(6)  The  price  of  E^-ptian  Uppers  in  Alexandria  converted  to 

cents  per  pound  at  current  rates  of  exchange.     (Average  of 
the  7  post-duty  years  fron  table  2  is  11.97  cents  per  pound). 

Unknown,  but  estinated  factors 

(7)  The  donestic  denand  curve  for  Egyptian  Uppers  in  the  7 

post-duty  years. 

(8)  The  foreign  denand  curve  for  Egyptian  Uppers  in  the  7 

post-duty  years. 

(9)  The  foreign  supply  curve  for  Egyptian  Uppers  in  the  7 

post-duty  years. 

Tlie  elasticity  of  the  demand  for  Uppers  is  determined  by  the  re- 
actions of  consumers  to  changes  in  the  price  of  Uppers  when  other  factors 
affecting  consumption  either  do  not  change  or  when  the  effect  of  their 
change  on  consumption  is  allowed  for.    A  common  method  of  measuring  the- 
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elasticity  of  denand  is  to  conpute  the  coefficient  of  the  elasticity  of  denand. 
This  coefficient  nay  be  difined  as  the  ratio  of  a  percentage  change  in  price 
divided  into  the  associated  percentage  change  in  consunption.     This  coef- 
ficient nay  he-conputed  for  any  percentage  change  in  the  pricES,  "but  in  this 
paper  the  coefficients  of-  denand  refer  only  to  infinitely  snail  percentage 
changes,  since  they  are  intended  to  represent  the  elasticity  at  a  point  on  the 
curve  rather  than  over  a  considerahle  arc  of  the  curve.     Thus,  the  greater  the 
percentage  change  in  constinption  that  results  fron  the  percentage  change  in 
price,   the  larger  the  coefficient  and  the  nore  elastic  the  denand  is  said  to 
be.     If  the  percentage  changes  in  price  and  consunption  are  equal,  the  ratio 
has  a  value  of  1  and  the  denand  is  said  to  he  unitary.     If  the  percentage 
change  in  consunption  associated  with  a  given  percentage  price  change  is  6 
tines  as  great  as  the  price  change,  the  coefficient  of  elasticity  of  denand 
has  a  value  of  6.0.     In  the  present  study  it  will  "be  necessary  to  estinate  the 
elasticity  of  donestic  and  foreign  denand  for  Uppers  since  the  actual  elastici- 
ty is  not  known. 

The  elasticity  of  supply  is  deternined  by  the  reactions  of  producers 
to  changes  in  the  price  of  Uppers.  The  elasticity  of  supply  is  neasured  by 
the  value  of  the  ratio  of  a  percentage  change  in  price  divided  into  the  re- 
sulting percentage  change  in  production.  The  coefficient  of  the  elasticity 
of  supply  also  refers  to  the  elasticity  at  a  point  on  the  curve. 

In  the  case  of  any  straight  line  denand  or  supply  curve,  the  slope  of 
such  a  line  at  any  given  point  can  be  found  if  the  point  can  be  located  and 
if  the  elasticity  of  the  curve  at  that  point  can  be  estinated.    Knowing  that 
the  straight--line  curve  passes  through  the  given  point  and  has  a  given  slope, 
the  entire  line  can  then  be  drawn.     On  the  other  hand,  if  the  curve  is  not  a 
straight  line  but  is  assuned  to  have  a  constant  elasticity  throtighout  its 
length,  it  can  also  readily  be  drawn  if  it  is  known  to  pass  through  a  given 
point,  and  if  its  elasticity  can  be  estinated.     Throughout  this  discussion, 
constant  elasticity  curves  will  be  used  instead  of  linear  curves. 

In  estinating  the  denand  and  supply  curves  (factors  7,  8,  and  9), 
the  average  approxinate  location  of  one  point  on  each  of  the  curves  in  the 
7  post-duty  years  is  known,  as  will  be  explained  nore  fully  below,  and  it  is, 
therefore,  only  necessary  to  estinate  the  elasticities  of  the  curves  passing 
through  those  points.     In  doing  this,  all  available  infomation  will  be  pre- 
sented which  would  aid  in  naicing  a  reasonable  guess  as  to  the  nost  probable 
elasticity  of  the  curves. 

Since,  as  a  general  proposition,  it  is  usually  easier  to  estinate 
reliable  naxinun  and  minimum  limits  within  which  any  given  unknown  factor  - 
such  as  the  incidence  of  a  duty  -  will  fall  than  it  is  to  estimate,  with  an 
equal  degree  of  reliability,  the  exact  value  of  the  unknown  factor,  the 
procedure  in  the  present  case  is  an  attempt  to  establish  limits  within  which 
the  incidence  probably  falls.     However,  no  formal  estimates  are  made  using 
slopes  T/hich  v/ould  give  the  minimum  incidence  of  the  duty  on  the  foreign 
price  of  Uppers  because  the  minimum  incidence  could  not  be  less  than  zero  and 
because  the  incidence  is  very  close  to  zero  when  using  curves  that  give  what 
is  believed  to  represent  a  "reasonable  maxim\im"  incidence  of  the  duty.    By  a 
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"reasonalDle  inp.xinan"  is  ~eant  a  naxinan  which  it  is  "believed  weald  he  largar, 
hut  not  nuch  larger,  than  the  actual  incidence  of  the  duty. 

The  estinate  of  the  incidence  of  the  dut7  which  is  given  hclow  is 
therefore  designed  t  o  give  a  "rep.sonahle  naxlniaLi"  incidence  cf  the  duty  rather 
than  either  the  nininon  or  the  act'oal  incidence.     Though  the  effect  of  the  duty 
on  the  foreign  price  of  Uppers,  as  indicated  in  the  estimate,  will  pres^'Junahly 
he  too  large  hy  eji  unknown  amount,  yet,  if  this  estimated  effect  is,  itself, 
very  snail,  then  the  error  resulting  fron  its  heing  too  large  can  he  neglected 
for  the  present  purpose,  since  the  naxiinun  effect  will  have  been  determined  as 
having  he en  small. 

Estimating:  position  .and  slope  of  domestic  demand  curve  for  Up-pers 

In  a,  graphic  approach,   if  the  domestic  price  of  %)j)ers  is  on  the 
vertical  coordinate  and  the  quantitj'  consumed  in  the  United  States  is  on  the 
horizontal  coordinate  then  plotting  the  ahscissa  of  the  average  actual  domes- 
tic price  of  Uppers  in  the  post-duty  period  of  21.97  cents  per  pound  and  the 
ordinate  of  the  actual  avera<-;e  domestic  consumption  (or  as  used  here  of  im- 
ports) of  Uppers  of  35,900  hales  in  the  post-duty  period,  their  inter- 
section locates  the  point  P  in  fi;^re  U.     It  would  seem  reasonahle  to  assume 
the  average  dom.cstic  der.and  curve  for  Uppers  passes  through  point  P.  This 
is  hecause  in  a  given  market,  at  a  given  moment,  any  given  price- con sumption 
point  must  necessarily  he  on  the  demand  curve  -/hich  set  that  price.  It 
should  follow,  therefore,  that  a  point,  such  as  P,  which  represents  the  a.ver- 
age  of  such  points  should  fall  on  a  demand  curve  which  represents  the  average 
of  s'ljjch  instantaneous  demand  curves.     It  will,  therefore,  he  assumed  that  the 
average  dom.estic  demand  c\irve  for  Uppers  passes  through  point  P. 

It_  is  generally  conceded,  and  certain  statistical  analyses  indicate, 
that  the  domestic  demand  for  total  cotton  is  quite  inelastic,  prohahly  from 
0.20  to  0«32  3^    This  means  that  a  very  small  percentage  change  in  price 
would  cause  consumption  to  change  in  the  opposite  direction  hy  an  amount  from 
0,20  to  0.32  of  that  percentage, 

With  respect  to  the  elasticity  of  demand  for  Uppers  in  the  United  States, 
there  is  one  factor  which  would  seem,  to  mke  the  domestic  dem.and  for  Topers 
miore  elastic  than  the  dom.estic  dem.rjid  for  total  cotton.     The  fact  that 
Ar.erican  long-staple  Upland  can  he  suhstituted  f  or  Egyptian  lepers,  as  the 
price  of  Uppers  starts  to  rise,  tends  to  riake  the  domestic  demand  for  Uppers 
miOre  elastic  than  it  would  he  if  no  such  suhstitution  were  possihle.  Since 
there  is  no  product  that  can  he  suhstituted  for  total  cotton  in  the  same  de- 
gree in  the  domestic  market,  this  v;ould  point  toward  a  more  elastic  demand  for 

38/     See  fig.  ik  of  An  AnaJysis  of  the  Effects  cf  the  Processing  Taxes  Levied 
Under  the  Agricultural  Adjustment  Act,  prepared  hy  the  Bureau  of  Agricultural 
Economics  and  puhlished  hy  the  Bureau  of  Internal  Revenue  of  the  United  States 
Treasury  Departmiont,  1937.    Also  see  reference  to  report  hy  Division  of  Research 
and  Planning,  National  Recovery  Administration,  released  in  May  1935 >  contained 
on  pages  378  and  379  o^"  Cotton  and  the  AAA  hy  Henry  I.  Richards,  puhlished  hy 
The  Brookings  Institution,  Washington,  D.  C. ,  1936» 
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Egyptian  Uppers  thaji  for  total  cotton  in  the  United  States. 

On  the  other  hand,  as  sho\m  above  (page  13),  Uppers  cotton  was  used  prin- 
cipally in  large  truck  and  "bus  tires.     The  cost  of  the  cotton  used  in  a  truck 
and  "bus  tire  is  a  nuch  snaller  percentage  of  the  cost  of  operating  trucks  than 
the  cost  of  cotton  in  most  articles  of  clothing  is  of  the  retail  price  of  that 
clothing.    But  a  large  proportion  of  total  cotton  consumed  in  the  United  States 
is  used  in  clothing  and  is  severaJ.  tines  as  large  re  the  quantity  of  cotton  used 
in  tires.    This  consideration,  except  for  the  question  of  the  extent  to  which 
the  substitution  of  other  cottons  for  Uppers  is  influenced  "by  changes  in  their 
prices,  would  point  toTvard  the  conclusion  that  the  demand  for  Uppers  is  less 
elastic  than  the  demand  for  tota,l  cotton  in  the  United  States,     Although  it  is 
quite  possible  that  the  United  States  demand  for  Uppers  is  more  elastic  than 
for  total  cotton,  it  is  not  at  jDrosent  definitely  known  whether  this  is  true 
or  not.     However,   it  is  believed  that  the  elasticity  of  demand  for  lepers  is 
probably  somewhat  greater  than  that  for  total  cotton,  although,  it  is  probably 
not  as  much  as  ten  times  as  great.    But  if  it  were  supposed  that  the  elastici- 
ty were  ten  times  as  great  as  that  for  total  cotton  the  demand  curve  for 
Egyptian  lepers  would  have  an  elasticity  of  2.6.    A  curve  v/ith  a  const.ant  elas- 
ticity of  2,6  and  passing  through  point  P  has  been  plotted  in  figure  ^4. 

Estimating  position  and  slope  of  f orei;:yL  demand  curve  for  Uppers 

For  reasons  similar  to  those  given  for  ass^'oming  that  the  United  States 
demand  curve  for  Egyptian  Uppers  passed  through  point  P,  it  will  be  ass'umed 
that  the  foreign  demand  curve  passed  through  point  R  in  figure  h.  Point  His 
the  intersection  of  the  ordinate  of  the  post-duty  actual  average  price  of 
Uppers  in  the  foreign  market  of  11.97. cents  per  pound  and  the  abscissa  of  the 
average  post-duty  foreign  consumption  (taken  as  production  less  United  States 
imports)  of  Uppers  of  1,076,100  bales. 

As  in  the  case  of  the  domestic  demand  curve,  it  will  be  necessary  to 
estimate  the  elasticity  of  the  foreign  demand  in  order  to  be  able  to  draw  the 
curve.    Although  there  is  even  less  information  concerning  the  elasticity  of  the 
foreign  demand  than  is  the  case  with  respect  to  domestic  deriand,  there  are 
certain  rea.sons  for  believing  that  the  foreign  demand  for  Uppers  is  more 
elastic  than  the  domestic  demand.     In  the  first  place  there  are  fewer  differ- 
ent kinds  of  long-staple  cotton  competing  with  Uppers  in  the  United  States 
market  than  in  foreign  markets.     Other  things  equal,  this  v/ould  tend  to  in- 
crease the  possibility  of  substitution  of  competitive  growths  over  a  wider 
range  of  uses  in  the  foreign,  than  in  the  domestic,  market.     It  also  would 
tend  to  nak:e  foreign  consumption  of  Uppers  show  a  bigger  percentage  change  in 
foreign  countries  than  in  this  country  as  a  result  of  a  given  percentage  change 
in  its  price.     Secondly,  the  fact  that  average  income  of  consumers  in  foreign 
countries  is  lower  than  in  the  United  States  would  point  to\7ard  the  same  con- 
clusion. 

Though  it  is  believed  that  the  foreign  demand  for  Uppers  is  more 
elastic  than  the  domestic  demand,  it  is  assumed  to  be  slightly  less  elastic, 
or  2.5»  since  by  so  doing  it  tends  to  increase  the  effect  of  the  tariff  on 
the  foreign  price.    A  foreign  demand  curve  with  a  constant  elasticity  of  2,5 
is  drawn  through  point  R  in  figure 
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Sstimtin^  TiOsitlon  and  slope  of  f oreigy.  stip-ply  curve  for  Uppers 

^or    reasons  similar  to  those  given  in  connection  with  the  other  two 
corves,  it  will  "be  assumed  that  the  foreign  supply  curve  passed  through 
point  S  in  figure  k.    Point  S  is  the  intersection  of  the  ahscissa  of  the  post- 
duty  actual  average  foreign  price  of  Uppers  of  11.97  cents  per  pound  and  the 
ordinate  of  the  actual  average  foreign  production  of  Uppers  of  1,112,000  hales. 

One  analysis  of  the  effect  of  changes  in  the  price  of  Uppers  cotton  on 
the  acreage  of  cotton  in  Upper  Ef^ypt  in  the  period  1915-3!+,  after  allowing  for 
changes  in  the  prices  of  competing  crops  33/,  indicated  that  in  the  post-duty 
period  the  acreage  responded  to  changes  in  Uppers  price  v/ith  an  elasticity 
ranging  from  O.5  to  0,9.     Even  if  there  v/ere  no  question  out  that  this  analysis 
indicated  the  true  elasticity  of  supply  for  Uppers  cotton  during  the  period 
covered  hy  the  analysis,  the  elasticity  of  supply  might  he  considerably  differ- 
ent for  the  7  years  ended  193^37.     Instead  of  using  these  values  for  the 
elasticity  of  the  foreign  supply  of  Uppers  cotton,  therefore,  a  much  more  in- 
elastic supply  has  "been  assumed,  namely  0,1,  in  order  t  0  make  rea,sonahly  sure 
that  the  foreign  price  incidence  phtained  will  he  a  "reasonable  maximum",  A 
foreign  supply  curve  for  U^ppera  with  a  constant  elasticity  of  0.1  has  "been 
drawn  through  point  S  in  figure  k. 

Price  incidence  of  the  duty 

In  fig-ure  h  the  actxaal  average  post-duty  prices  and  the  qiiantities  pro- 
duced, consumed,  and  imported,  are  shown  by  the  solid  lines  as  being  in 
"equilibrium"  with  the  duty  in  effect  and  the  broken  lines  indicate  a  new 
"equilibrium"  situation  for  the  same  period  but  without  the  duty  in  effect. 
The  "without  duty"  equilibrium  is  obtained  under  the  as sumo t ion  that  the  re- 
moval of  the  duty  does  not  change  the  demand  and  supply  curv3s  used  to  f:et  the 
"with- duty"  equilibrium. 

For  the  United  States  and  foreign  prices  of  Uppers  to  be  in  equilibrium 
when  any  set  of  supply  and  densjid  curves  is  given,   if  the  United  States  is  im- 
porting the  product,  the  prices  in  the  two  markets  must  meet  both  of  the  two 
following  requirements: 

(1)  The  prices  in  the  tvro  markets  must  differ  by  the  amount  of  the 

duty,  if  any,  plus  freight  and  any  other  cost  of  importation. 
It  is  obvious  that  this  must  be  true  if  Uppers  continued  to 
be  imported  since  the  importers  would  not  continue  to  bring 
this  cotton  in  and  sell  it  at  less  thaa  cost, 

(2)  The  prices  must  intersect  the  dera^jjid  rnd  supply  curves  at  a 

lovel  at  which  world  supply  (-production  plus  carry-over  at 
beginning  of  period)  v/ill  equal  world  dem,and  (consumption 
plus  carry-over  at  end  of  season).,  ko/ 

The  World  Cotton  Situation,  Foreign  Cotton  Production,  Section  on  Egypt, 
pages  7-8. 

jj-Q,/    Due  to  lack  of  information  concerning  foreign  carry-over,  it  has  been 
necessary  to  omit  carry-over  throughout  this  analysis. 
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Because  there  is  n©  United  States  production  of  Uppers  or  exactly 
sinilpjT  cotton,  the  second  requironent  is  equivalent  to  saying  that  the  donestic 
price  rust  intersect  the  d onestic  denand  curve  at  a  level  at  which  inports  will 
eq^jal  the  difference  "between  the  foreign  denand  (or  as  used  here,  consLunption) 
and  the  foreign  supply  (or  as  used  here,  production)  as  set  "by  the  intersection 
of  the  equivalent  foreign  price  with  the  foreign  demand  and  supply  curves. 

An  exanination  of  the  solid  lines  in  figure  h  will  show  that  "both  of 
the  ahove  requirenents  have  been  niet.     l(7ith  respect  to  the  first  requirement, 
it  will  "be  seen  that  the  foreign  price  averaged  10  cents  .per  pound  lower  than 
the  domestic  price  (11.97  cents  as  cotrpared  with  21.97  cents)  which  is  ahout 
7  cents  greater  than  the  avera^ge  spread  "between  the  New  England  i^rice  pjid  the 
Alexandria  price  during  several  years  prior  to  J^one  1930»     (See  page  8«) 

As  to  the  second  requirenent,  it  will  "be  seen  that  the  domestic  price 
of  21,97  cents  intersects  the  donestic  denand  curve  at  35)9^0  "bales  on  the 
scale  representing  United  States  inports.     The  corresponding  foreign  price  of 
11.97  cents  cuts  the  foreign  denand  curve  at  a  consuiiption  of  1,076,100  "bales 
and  t'ne"  foreign  supply  curve  at  a  production  of  1,112,000  "bales.     Thus,  at  a 
foreign  price  of  11,97  cents,  foreign  countries  were  railing  to  export  the 
difference  "between  what  ther  were  willing  to  consume  at  a  price  of  11,97  cents 
(or  1,076,100  "bales)  and      xt  they  were  willing  to  produce  at  that  price  (or 
1,112,000  "ba,les)  a  difference  of  35»900  "bales.     At  the  corresponding  domestic 
price  of  21.97  cents  the  United  States  was  willing  to  inport  the  35>900  "bales. 

In  the  determination  of  the  "without- duty"  equili^bri^om  prices,  it  was 
ass^jmed  that  the  duty  was  the  only  factor  accj^onting  for  the  inter-market 
spread  which  changes  V7hen  the  duty  is  removed.     Since  the  duty  is  7  cents,  its 
removal  should,  and  "because  of  competitive  forces  wo-'^.ld,  reduce  the  inter- 
market  price  spread  a"bout  7  cents,  or  from  10  cents  to  3  cents.  Therefore, 
in  order  to  meet  the  first  requirement,  the  inter-max^ket  price  spread  without 
the  duty  must  "be  3  cents  per  pound.     If  an  inter-nar'icet  price  spread  of  3  cents 
"between  the  price  in  these  markets  without  the  duty  is  as  seamed,  the  next  ques- 
tion is  the  determination  of  the  a'bsolute  level  of  the  price  in  each  market. 
This  a'bsolute  level  is  found  "by  moving  the  level  of  prices  in  hoth  markets  up 
or  down  the  curves  in  figure  U  until  a  level  is  readied  at  which  their  inter- 
sections with  the  curves  eo-iate  the  United  States  demcnd  for  imports  to  the 
foreign  supply  of  exports  e.'.  the  new  prices.     In  other  words,  v/hile  keeping 
the  3-cent  price  spread,  t\  ^  price  lines  are  shifted  vertically  "lontil  they 
intersect  each  of  the  three  curves  at  a  point  where  the  quantity  on  the  scale 
representing  domestic  inports  equals  the  difference  "between  foreign  production 
and  foreign  consuaption.     It  will  "be  noted  that  the  "broken  price  lines  in 
figure  h  meet  this  second  requirement  for  a  new  equili'brium  at  a  new  United 
States  price  of  I5.23  cents,  and  at  a  new  foreign  price  of  12.23  cents. 

It  should  he  noted  that  the  "without-duty"  foreign  price  of  12.23  cents 
per  pound  is  only  O.26  cents  per  pound  higher  than  the  "vdth-duty"  foreign 
price  of  11.97  cents  per  pound.     In  other  words,  with  the  demand  and  s'jqpply 
curves  assumed  here,  the  duty  had  a  very  small  effect  on  the  foreign  price  of 
Uppers  if  it  is  assumed  that  the  applic?.tion  or  renovaJ  of  the  duty  would  not 
change  the  curves  themselves.     The  elasticities  used  and  the  indicated  incidence 
of  the  duty  on  the  foreign  and  United  States  prices  are  given  in  the  following 
tabulation! 
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!    Elasticities  shown 
in  fif^vxe  U 

Domestic  deaand   

Foreign  denaiid  ; 

2.6 

2.5 
0,1 

Irxdicated  effect  of  vet.ov-i 
ing  duty  on:  : 
Foreign  price  of  Uppers  \ 
U.S.  price  of  lepers  ...! 

(+)  0.26^!^  per  lb, 
:  (-)  6.7U{^  per  lb. 

These  conclusions,  as  previously  indicated,  rest  on  the  assurrption  that 
the  curves  were  not  shifted  hy  the  renoval  of  the  duty.     It  is  helieved,  however, 
that  certain  of  the  curves  would  have  oeen  shifted  at  least  slightly  "by  its  re- 
moval and  it  is  therefore  necessary  to  examine  the  effect  of  such  shifts  on  the 
ahove  conclusions, 

f^ith  respect  to  the  effect  of  the  iniposition  or  removal  of  the  duty  on 
the  curves  used  in  this  analysis,  it  should  first  "be  noted  that  the  supply  curve 
for  Uppers  would  not  he  shifted  since  this  curve  is  only  shifted  hy  changes  in 
the  costs' of  Tjroduction  and  "by  changes  in  the  profitableness  of  crops  competing 
for  the  laiid  and  labor  used  to  produce  Uppers  cotton  none  of  which  are  signifi- 
cantly affected  hy  the  duty  on  long-stajAe  cotton. 

It  is  helieved  that  if  there  hadheen  no  duty  in  effect  during  the  post- 
duty  period  both  the  domestic  and  foreign  prices  of  Aiaerican  long- staple  Upland 
would  have  heen  very  slightly  lower  than  they  actually  were.    This  is  based  on 
the  reasoning  in  preceding  sections  of  the  text. 

But  American  long-staple  Upland  is,  to  a  certain  extent,  competitive 
with  Egyptian  Uppers,     Therefore,  if  the  price  of  American  long-staple  Upland 
had  averaged  slightly  lower  during  the  last  J  years  in  hoth  the  domestic  and 
foreign  markets,  in  the  absence  of  a  duty,  this,  in  itself,  would  have  had  the 
tendency  to  cause  the  consunption  of  Sgj-ptian  Uppers  in  both  markets  to  be  less 
at  any  given  price  for  lepers  than  it  wo\ild  have  been  if  the  price  of  the  Ameri- 
can cotton  had  "been  higher.    This  is  equivalent  to  saying  that  in  estimating 
the  effect  of  removing  the  duty  it  should  be  assumed  that  its  removal  would, 
other  things  being  equal,  r.ovo  both  the  domestic  and  foreign  demand  curves  for 
Uppers  slightly  to  the  left  of  their  "with-duty"  positions  shovm  in  figure  k 
and  that  the  "without-duty"  equilibrium  prices  should  be  determined  from  these 
"without- duty"  curves  rather  than  from  the  "with-duty"  curves. 

No  attempt  has  been  made  to  estimate  the  distance  each  demand  curve  would 
have  been  moved  to  the  left  by  the  removal  of  the  duty.     This  depends  upon  all 
factors  that  influence  the  substitution  of  the  two  cottons.    But,  since,  as 
already  shown,  the  removal  of  the  duty  would  have  shifted  tham  both  to  the  left, 
it  necessarily  follows  that  if  the  "without-duty"  equilibrium  prices  had  been 
dete^rmined  using  the  shifted  or  "without-duty"  curves,  the  lepers  prices  thus 
determined  in  both  markets  and  therefore  the  price  incidence  in  the  foreign 
Bsarket  would  have  been  lower  than  those  determined  from  the  "with-duty"  curves 
use4  in  figure  4. 
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Sren  if  it  is  assuDod  that  the  elasticity  of  the  curves  used  in  fi^^uro  U 
were  correct,  it  would  appear,  therefore,  that  the  shifts  in  the  positions  of  the 
curves  which  would  result  froni  the  removal  of  the  duty  would  cause  the  price  inci- 
dence in  the  foreign  riarket  to  "be  less,  and  that  in  the  domestic  narket  to  he 
grea-ter,  than  indicated  by  the  fi^^ure.     In  addition  to  this  it  should  he  rcnen- 
hered  that  in  estinatin^^  the  elasticities  of  the  curves  that  were  used  in 
firure  k,  elasticities  -Tere  selected  which  it  is  "believed  give  a  foreign  price 
incidence  which  is  at  least  slightly  greater  than  the  actual  incidence.  For 
these  two  reasons,  therefore,   it  a-^jpears  that  if  there  had  heon  no  duty  during 
the  7  J'^ears  ended  1936-37  "the  price  of  Egyptian  Uppers  in  foreign  markets  vrould 
have  averaged  less  than  a  cent  hi.-vher  and  the  price  in  the  United  States  nore 
4  cents  lovver  tlian  the  actual  prices  existing  during  this  period. 

As  has  "been  previously  explained,  in  estinatir.g  the  elasticities  used 
in  figure  k,  concessions  were  niade  which  tended  to  cause  the  foreign  price 
incidence  to  be  at  least  slightly  greater  than  what  wo.s  believed  to  be  the  case. 
The  principal  reason  why  these  elasticities  indicated  such  a  snail  foreign  price 
incidence  in  spite  of  these  concessions  was  the  very  great  difference  in  the 
size  of  the  two  narkets. 

In  principle,  the  three  things  of  doninating  inportance  in  determining 
the  price  incidence  of  any  duty  are:     First,  the  relative  size  of  the  markets; 
second,  the  relative  elasticity  of  demand  in  one  market  compared  with  the  de- 
mand in  the  other  market;  and  third,  the  relative  elasticity  of  supply  in  the 
two  markets.    Other  things  eqtual,  the  larger  the  foreign  market  compared  v/ith  the 
domestic  market  and  the  more  elastic  the  foreign  demand  and  supply  compared  with 
the  United  States  demand  and  supply,  the  smaller  is  the  incidence  of  the  duty  on 
the  foreign  price. 

In  the  present  analysis,  it  is  knov.n  that  the  foroic-^a  market  is  30  times 
as  large  as  the  domestic  market  and  this  great  difference  in  size  wo-ald  cause 
very  little  of  the  incidence  of  the  duty  to  be  on  the  foreign  price  if  the  domes- 
tic and  foreign  elasticities  of  demand  and  supply  were  equal.     It  is  also  known 
that  the  foreign  supply  is  more  elastic  than  the  domestic  supply,  since  this 
cotton  is  not  produced  in  the  United  States  rnd  this  fact  would  also  cause  less 
than  half  of  the  incidence  of  the  duty  to  be  on  the  foreign  price  if  the  markets 
were  equal  in  size  and  the  elasticity  of  demand  were  the  same  in  the  two  markets. 
But  in  figure  k  the  foreign  supply  was  assumed  to  be  only  very  slightly  more 
elastic  than  the  domestic  siipply  (.1  compared  with  0)  as  one  of  the  concessions 
mentioned  above.    Therefore  in  figure  h  the  relative  elasticity  of  supply  is  not 
an  important  factor  tending  to  minimize  the  foreign  price  incidence.     On  the 
other  hand,  it  was  estimated  that  the  elasticity  of  demand  in  the  two  markets 
was  about  equal  ejid  this,  other  things  equal,  would  have  placed  about  50  percent 
of  the  incidence  of  the  duty  on  the  foreign  price.     The  fact  that  the  incidence 
obtained         so  small  is  therefore  primarily  a  result  of  the  extreme  difference 
in  the  size  of  the  two  markets.    As  a  test  of  this  conclusion  a  separate  calcu- 
lation of  the  incidence  was  made  using  the  same  elasticities  as  in  figure  h  but 
reducing  foreign  consumption  to  35>900  bales  (the  domestic  constimption  with  the 
duty  in  effect)  and  reducing  foreign  production  an  appropriate  amount.  Under 
these  assumptions  the  incidence  of  the  duty  was,  as  expected,  about  evenly 
divided  between  the  prices  in  the  two  narkets  since  the  foreign  price  incidence 
was  52  percent  of  the  duty. 
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Table  2,-  Cctton,  Egyptian  Uppers,  except  as  ncted:     Prices  of  Fully  Good 
Fair  at  ^^ew  England  Mill  Points  and  Alexandria,  production,  imports. 


carry-over,  and  disappearance  in 

T  T       T             CI        ^  T~  O  T~  C 

unxxsu  oT^ciues, 

1922-36 

: Product ion  of 

: Stocks     of  : 

> 

:  Price  at 
:  New 

Price  at 

:  Egyptian 
: cotton  other 

: Egyptian  i-i/o; 
:to  1-11/32  ! 

General 
I  imports 

!  Disap- 
:  pearsjice 

:  England 

Alex- 

:than Saks,  and 

: inches  on  hand; 

1-1/8  - 

•     1  —  Ci/O 

in  the 

:  Mill 

andria 

:  other  extra 

:  in  u  ne  u  •   •  * 

TT  Q 

U  ,  0  • 

:  Points 

:  long-staple 
■  1/ 

:  oeginning  01  ; 
•       seas  on 

inches  2/ 

21 

: Cents  per 

Cents  per 

1,000  bales 

1    OOO  >,^1(=c: 

i,OuU  Dales 

i  ,UUL)  D8.ie  S 

:  pound 

pound 

478  pounds 

500  pounds 

duU  pounds 

'  32.25 

26.87 

:  38,47 

34.81 

:  36.56 

32,58 

989 

?  S  Ol 

Q?? 

CC 

?0  1  Q 

Q70 

91  ?fi 
C  f  .  c  o 

1    1  Afi 
X  ,  Xr±  o 

32,6 

180.9 

133.4 

99  9? 

T  Q  70 

1  90Q 

80,1 

116.7 

128.1 

9  ^  fifi 
c  u  ,  OO 

c  X  .(Jo 

X  ,  X  /  o 

56.4 

148.8 

130.8 

•  21,32 

12.18 

1,218 

68.7 

19  .7 

59  .6 

:  17.36 

7.56 

945 

28.8 

0^ .  0 

DO  .0 

in    o  o 
:  lv,cc 

9  ,o7 

667 

io.  0 

35.7 

35.6 

:  22,17 

11,91 

1,335 

16.9 

69.2 

66,8 

:     23. 80 

13,54 

1,106 

19.3 

27.6 

27.5 

:  24.41 

13.95 

1,219 

19.4 

23,5 

23,8 

:  25.54 

15,31 

1,295 

19.1 

21.1 

28.0 

:  21.97 

11.97 

1,112 

27.0 

35,9 

43.9 

1,542 

12.2 

Season 
beginning 
August  1 


1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
Av,192 


1930 
1931 
1932 
1933 
1934 
1935 

1936  4/ 
Av. 1930-36 

1937  4/  .... 


1/  Before  1S30-31  these  estimates  include  all  Egyptian  cotton  other  than  Sakellari- 
dis.     Beginning  in  1S30-31  data  include  all  Egyptian  cctton  except  that  reported  by 
Egyptian  Goverrjnent  as  over  1-3/8  inches.     Due  to  differences  in  classifications 
(Note  3, table  8)  some  of  the  cctton  reported  as  over  1-3/8  inches  according  to 
Egyptian  classification  is  less  than  l-S/S  inches  according  to  official  U,S, stand- 
ards.   This  tends  to  make  these  figures  too  small  beginning  in  1930-31,     This  is  at 
least  partially  offset  by  inclusion  of  Scarto  and  by  the  fact  that  some  additional 
Egyptian  cotton  is  slightly  less  than  l-l/S  inches  in  staple,  2/  General  im^- 

ports  of  Egyptian  cotton  up  to  1-3/8  inches  compiled  from  unpublished  data  of  the 
U,S .Tariff  Commission,    Since  United  States  stocks  include  stocks  in  Government 
bonded  v/arehouscs,  general  imports  are  used  (rather  than  imports  for  consumption) 
for  calculating  disappearance  in  United  States,    Prior  to  June  18,  1930  imports  of 
all  Egyptian  lander  1-3/8  inches  are  used, but  very  little  is  under  I-I/8  inches, 
3/  Stocks  at  beginning  of  season  plus  general  imports  less  stocks  at  end  of  season, 
y  Prel  uninary. 

Prices  at  Nev^  England  Mill  Points  from  records  of  Bureau  of  Agricultural  Economics, 
Prices  at  Alexandria  from  official  and  reliable  trade  sources.    Production  and 
stocks  are  frcm  official  sources.     Imports  compiled  from  reports  of  and  unpublished 
data  of  the  U.S. Tariff  Commission, 
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Table  3,-  Pneumatic  casings  and  fabrics:  Estimated  production  and  cotton 
content.  United  States,  specified  years 


:        ,  „  ,  .  .        „  : Estimated  raw  cotton  con- 

"Crop  :  P^Q^^^^iQ^       pneumatic  casings  for-  ^^^^   ^     ^.^^  ^^^^.^^ 

years"  :„  :  Trucks  and  busses'  2/:  :  : 

1/  .Passenger^  .-Percent-       Total  :      Total        :  ^^^^^^^ 

-s  cars  _  .    .  -  r,  /  .  /  -Der 


Thousands  Thousands    Percent    Thousands  1,000  bales  5/  Pounds 


1927-  28   :  65,926  5,458             7.6  71,384             649  4.4 

1928-  29   :  69,554  6,118             8.1  75,672             699  4.4 

1929-  30   ;  56,558  5,572  9.0  62,130  580  4^ 

Av.  1928-29         :  ~ 

and  1929-30  . .;  63,056  5,845             8.6  68,901  640  4^ 


1930-  31   :  45,262  4,590  9.2  49,852  472  4.5 

1931-  32   :  40,260         4,153  9.4  44,412  426  4.6 

1932-  33   :  38,038         4,657  10.8         42,694  422  4,8 

1933-  34   :  40,502  5,767  12.4         46,268  472  4,9 

1934-  35   :  42,168  6,130  12.7  48,298  500  5.0 

1935-  36   :  47,072  6,668  12.4  53,739  554  4.9 

1936-  37  6/  ;  49,530  7,170  12.6  56,700  593  5.0 

Av.  1930-31- 

1936-37       :  43,262  5,591  11.4         48,852  491  4,8 

l/  In  order  to  make  the  data  included  in  this  table  more  nearly  comparable  with  the 
c*rop  year  data  used  throughout  most  of  the  report  data  for  each  two  consecutive 

calendar  years  were  averaged  and  these  averages  given  here  as  representative  of  crop 

years.        2/  The  division  of  total  production  into  passenger  car  and  truck  and  bus 


casings  was  made  as  follows:-  estimates  for  calendar  years  1927-31  were  based  on 
percentages  published  in  Special  Circular  No.  3500  of  the  Rubber  Section,  Dept.  of 
Commerce;  1932-34,  1936  and  1937  from  reports  of  the  Rubber  Manufacturers'  Associa- 
tion; and  1935  from  Census  of  Manufactures,        3/  Cotton  Used  in  Tire  Fabrics,  by 
R.  J.  Cheatham  and  A,  M,  DuPre',  U.S. Dept.  AgriciTlture  (Mimeograph,  page  14)  except 
1937  which  is  from  reports  of  the  Rubber  Manufacturers'  Association,        4/  Cotton 
Used  in  Tire  Fabrics,  by  R,  J.  Cheatham  and  A,  M.  DuPre,  U.S. Dept.  Agriculture, page 
9,  Estimated  from  reports  of  the  Rubber  Manufacturers'  Association,  allowing  15 
percent  for  waste,        5/    Bales  of  478  pounds  net  weight.  6/  Preliminary. 


Computed  from  reports  of  the  Department  of  Commerce,  Bureau  of  Labor  Statistics, 
Rubber  Manufacturers'  Association  and  United  States  Department  of  Agriculture. 


—  53 


Table  4.-  •  Type  and  staple  length  of  cotton  used  in  tire  fabric  in 
United  States,  specified  periods 


Type  and  staple  length 


 1928  :  1932  ;Yr  .begin.Aug.l,  1935 

:Percent-:  iPercent-:  :Percent- 

Quantity:  age  of  :Quantity:  age  of  .'Quantity     :  age  of 
:  total     :  :  total     :  :  total 


1,000 
bales 
500  lb.  Percent 


Uppers   ,  , 

Sakellaridis   

Tctal  Egyptian  l-l/S 

inches  and  over   

Upland  l-l/S"" inches  and 

over  

Pima  (American  Egyptian 

Total  American  1-1/8 
inches  and  over   , 

Total  long-staple  l-l/S 
inches  and  ever 


1,000 
bales 
500  lb. 

31.5 
6.0 


1,000 
bales 
Percent    500  lb. 


8.4 
1.6 


1/  18.9 
V  .9 


Percent 

3.4 
.2 


150.0 


21.4 


37.5 


10.0 


19.8 


3.6 


34.0 
4.5 


9.1 
1.2 


60.0 


8.5 


58.5        10.5    3/4/  143.0  26.2 


210.0  30.0 


76.0  20.3 


162.8 


29.8 


Cotton  under  I-I/8  inches 

Total  cotton  used  in  tire 
fabric   , 


49 0.0        70.0      5/  29 8.8        79.7        3/  382.9 


70.2 


700.0      100.0      6/  374.8  100.0 


545.7  100.0 


1/  All  Egyptian  cotton  under  1-11/32  inches. 

"S/  All  Egyptian  cotton  1-11/32  inches  and  longer. 

3/  Running  bales. 

V'  This  is  the  ccnsumpticn  of  all  American  cotton  1-3/32  inches  and  ever,  but  very 
little  is  I-3/32  inches. 
5/  Total  less  long  staple. 

^  Estimated  from  tire  fabric  consumption.    Data  from  table  3  raised  to  equivalent 
500-pound  b  aJ.e  s  , 

Data  for  1928  from  Tariff  Hearings  before  the  Committee  on  Ways  and  Means,  1929  re- 
vised     print,  pages  8,502-8,507.    Data  on  long-staple  cotton  in  1932  are  estimates 
appearing  in  Lcng  Staple  Cotton,  report  of  the  United  States  Tariff  Commission, 
1935,  page  55  except  as  noted.    Data  for  the  year  beginning  August  1,  1935  are  from 
Cotton  Used  in  Tire  Fabrics,  by  R,  J.  Cheatham  and  A.  M.  DuPre^  U.S.  Dept.  of 
Agriculture, 
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Table  5,-  Estimated  raw  cotton  content  of  thread  produced  in  the 
cotton  goods  industry.  United  States,  specified  census  years 


Year 

: Cotton  thread : Equivalent  raw  cotton  con- 
:    produced      :tent  of  thread  produced  l/ 

1929   

:     1,000  lb,               1,000  bales  2/ 
25,250  75,5 

19,576  58.6 
27,755  82.9 
34,854  104.2 

1931   

1933   

Av.  1931,  1933 
and  1935     . . . 

27,395  81,9 

^  _    J^i    w^^v^.^^  VilV-       ^V^^^V^ii       ^^^^^^        ^.X±^^^^^J       J.  i  ^iil 

Census  of  Manufactures  converted  to  equivalent  raw  ccttcn  assum- 
ing the  weight  of  the  thread  is  70  percent  of  the  weight  of  the 
equivalent  raw  cotton,      2^Bales  of  478  pounds  net  weight. 


Table   6,-  Cotton:  Estimated  quantity  of  specified  types  of  long-staples  used  in 


•     :  1929 

:  1932 

:  1933 

Type 

:                : Percent - 

:  :Percent- 

;  :Percent- 

:Quantity:  age  of 

: Quantity:  age  of 

: Quantity     :  age  of 

:                :  total 

:                :  total 

:                    :  total 

1,000  1,000  1,000 

bales  ^  Percent        bales  Z/  ^^'ercent    bales  2/  Percent 


37.6 
1.7 
.4 

49.8 
2.2 
.6 

38.1 
.1 
,2 

53,9 
.2 
.3 

40.0 
.2  + 
.24 

48,2 
,3 
.3 

Other  1-3/8  inches  and  over 

Total  extra  long-staple,.: 

39.7 

52.6 

38.4 

54.4 

40.5 

48.8 

American  Upland  long-  : 

23.2 

30.7 

30.2 

42.7 

41.8 

50.4 

11.1 

14.7 

2.0 

2.8 

.4 

.5 

Other  1-1/8  to  1-3/8  : 

1.5 

2.0 

,1 

,1 

.2 

.3 

Total  l-l/S  to  1-3/8  inches 

35.8 

47.4 

32,3 

45,6 

42.4 

51.2 

75.5 

100.0 

70.7 

100.0 

82.9 

100.0 

1/  It  is  believed  that  very  little 

cottcai  under  1-1/8 

inches  is 

used  in 

b bread , 

•A-11  percentages  are  from  the  U.S.  Tariff  Commission  report.  Long  Staple  Cotton,  1935, 
page  57,  and  are  estimates.     Grand  total  bales  cf  cotton  used  in  thread  in  1929  and 
1933  are  estimates  based  on  the  production  of  thread  in  ttioso  years.     Grand  total 
cotton  used  in  thread  in  1932  is  an  estimate  based  on  the  £.vcrage  production  of 
thread  in  1931  and  1933.     Thread  produced  in  the  cotton  goods  industry  from  the 
Census  of  Manufactures  is  converted  to  equivalent  rom  cotton  assuming  that  the  weight 
of  the  thread  is  70  percent  of  the  cotton  used  to  produce  the  tliread.     To  the  grand 
total  cotton  as  thus  determined  the  given  percentages  were  applied  to  derive  the 
bales  of  each  type  of  cotton  used.     The  1933  percentages  are  based  on  the  first  9 
months  only. 
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Table  7,-  Ccttcn,  American  Upland  long-fit?apl.'e?    frice  per  poond  and  premium 
over  7/8-inch  at  Memphis,  production,  carry-over,  supply,  exports, 
and  disappearance,  1920-37  1^ 


Seas  cn 

:  Price  at 

Meirphi  s 

:Carrv-over : 

Pr educ- 
tion 

;  Supply 

;  2/ 

Exports 

;  i/ 

:Disapp6ar- 

beginning 
A' 1  gust  1 

;  1-1/8" 

;  Premium:  beginning: 
:over  7/?":  of  season: 

:  ance  in 
:  U.S.  4/ 

:  Cents 

Cents 

1,000 

1,000 

1,000 

1,000 

1,000 

!  per 

:  pound 

per 
pound 

running 
bales 

running 
bales 

running 
bales 

running 
bales 

running 
bales 

liicKJ- 

1  G  9  1 

1922   

1923   

1924   

1925   

1926  • 

1927   i 

1928   ■ 

1929   

CO, 01 

:  28.06 
:  31.78 
28.49 
25.96 
16.85 
22.14 
20,84 
17,75 

7.07 
5.13 
1,85 
1.36 
4.30 
4.19 
2,54 
2.70 
2 .  5o 
2.32 

491.9 
302.9 

685.6 
683,4 

1,177.5 
986,3 

5/  811.9 
t/  915.0 
5/1,537.0 
5/1,310.2 
^1,542.3 
5/1,100.9 
5/  867.8 
5/  328.9 

— It  

Av,1928-29  , 

IS  .30 

2.42 

397.4 

684,5 

1,081,9 

598.4 

1930   ! 

1931   ; 

1932   : 

1933   : 

1934   : 

1935   

1936   : 

11,22 
7.11 
8.10 
12,21 
13,64 
13.18 
15,81 

2.00 
1.52 
1.06 
1,55 
1.40 
1.G8 
3,36 

423.5 
374,9 
753.3 
732.1 
664.7 
497.7 
302,3 

456.9 
845.6 
712,3 
790.2 
823,0 
670.7 
908,4 

880.4 
1,220.5 
1,465.6 
1,522.3 
1,487,7 
1,168,4 
1,210.7 

179.7 
198.4 
214.1 
143.5 
37,2 
43.1 
23.4 

325,8 
268,8 
519.4 
714.1 
952.8 
823.0 
810.9 

Av.  1930-36: 

11,31 

1.80 

535.5 

743,9 

1,279.4 

119.9 

630. V 

1937     7/  : 

376,4 

950.0 

1,326.4 

1/  All  data  are  for  American  long-staple  Upland  l-l/S  inches  and  over  in  staple 
length.    Most  American  long-staple  Upland  is  I-I/8  and  under  1-3/8  inches.  2/Carry- 
over  at  beginning  of  season  plus  production,      3/  Exports  of  all  cotton  1-1/8  inches 
and  longer,  include  Sea  Island  since  December  1928,  and  American-Egyptian  (Pima) 
prior  to  1929  only.    ^  Supply  less  exports  less  carry-over  end  of  season.    5/  May 
be  too  large  because  prior  to  Jan.  1,  1930  exports  v/ere  reported  on  the  basis  of 
commercial  rather  than  official  standards.     6/  Disappearance  for  1928-29  and  1929-30 
were  not  calculated  because  exports  were  tco~large  by  an  unknown  quantity, 
7/  Prel  imanary. 

Prices,  carry-over,  and  production  are  from  reports  of  the  Bureau  of  Agricultural 
Economics.      Exports  are  from  reports  of  the  Bureau  of  Foreign  and  Domestic  Com- 
merce. 
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Table  8.-  Cotton,  Egyptian  extra  long-'staple  1^:    Prices  at  New  England  Mill 
Points  and  at  Alexandria,  production.  United  States  imports,  carry-over, 
disappearance,  and  consumption,  1922-37 


Price  of 

Sakellari- 

;  U.  S.  ' 

'disap- 
* pearance 

:  V 

U.  S. 

con- 
sumption 

;  1/ 

dis ,  f\illy 

gocd  fair 

Pro- 

Imports 

: 

:  Stocks 

At  N.E, 

Mill: 
Points 

:At  Alex- 
:  andria 
:  2/ 

!  duction 
3/ 

:  August  1 
:  5/ 

Cents 

C  ent  s 

.1,000  tales 

1,000  bales 

1A»  tales 

1,030  bales  1,000  boles 

-per  lb. 

per  lb. 

•478  lb.net 

of  500  lb. 

of  500  lb* 

of  5001b,  of  500  lb. 

40.60 

30,83 

44.70 

37,39 

- 

59.32 

56.29 

:  518 

40.32 

36.61 

728 

30.97 

28.91 

616 

39  0 19 

37.51 

:  522 

33.8 

37,32 

35.22 

:  526 

115.6 

31.3  ■ 

98.1 

54.0 

30.48 

2  8 » 5  3 

:  559 

S9.4 

48.8  ■ 

71.8 

64.2 

33.90 

31.68 

:  542 

107.5 

40.0  ■ 

84.9 

59.1 

25.00 

17.22 

:  497 

3.2 

76,4 

45.6 

37.2 

19.23 

9.56 

:  378 

22.3 

34.0  r 

13.0 

8/  48.0 

20.65 

10.64 

361 

29.9 

43.3 

43,2 

25.36 

14.84 

!  442 

43.1 

30.0 

32,5 

26.18 

15.53 

:  460 

38o8 

40.6 

50.9 

27.25 

16.57 

:  550 

37.4 

28,5 

43,4 

30.48 

19.81 

:  592 

59.2 

22.5 

49.1 

24.88 

14.88 

:  469 

33.4 

39.3 

39.7 

:  740 

32.6 

Year 
beginning 
August ■ 1 


1922  ... 

1923  ... 

1924  ... 

1925  ... 

1926  ... 

1927  ... 

1928  ... 

1929  ... 
Av. 1928-29 

1930  . . . 

1931  ... 

1932  ... 

1933  ... 

1934  ... 

1935  ... 

1936  ... 
Av.1930-36 

1937  ... 


l/  Except  in  the  case  of  prices.  2/  Compiled  from  Monthly  Agricultural  and 

"Economic  Statistics,  Ministry  of  Financ'e,  Egypt,  and  converted  from  tallaris  per 
cantar  to  cents  per  pound  at  current  rates  of  exchange,  3^  From  official 

sources  and  International  Institute  of  Agriculture.    Production  of  Sakellaridis 
through. 1929 -30 .    Small  amounts  of  Sakellaridis  may  be  less  than  1-3/8  inches  in 
staple  length.     Beginning  1930  these  figures  represent  the  ginnings  of  Egyptian 
cotton  listed  in  official  reports  of  the  Egyptian  Government  as  over  1-3/8  inches. 
These  ginnings  listed  as  ov3r  1-3/8  inches  include  the  total  ginnings  of  the  fol- 
lowing varieties:     Sakellaridis,  Giza  7,  Giza  26,  Maarad,  and  Sakha  Some  of 
the  cotton  shipped  to  the  United  States  as  these  varieties  have  been  classed  ac- 
cording to  the  official  United  States  staple  standards  as  short  as  1-5/16  inches, 
consequently  these  estimates  are  probably  somewhat  too  large.    This  is  believed  to 
be  more  especially  true  in  the  last  7  or  8  years,          4/  General  impcrt3  of  cotton 
1-3/8  inches  and  longer  from  Egypt.     Through  1933-34  f7om  Long  Staple  Cotton,  U.  S, 
Tariff  Commission,     p.  81,      Later  years  compiled  by  U.S. Tariff  Commission  from  un- 
published sources.    Reason  for  using  general  imxports  rather  than  imports  for  con- 
sumption is  given  in  footnote  2/,  table  2,        5/  Egyptian  cotton  1-3/8  and  up  from 
Grade,  Staple  Length,  and  Tenderability  of  Cotton  in  the  United  States  1928-29  to 
1936-37,    Department  of  Agriculture, and  later  releases.      6/  Imports  plus  stocks  at 
beginning  less  stocks  at  end  of  year.      7/  Consumption  of  Egyptian  cotton  1-3/8 
inches  and  up  in  length  from  Staple  Length  of  Foreign-grown  Cottons  Consumed  in  the 
United  Sts-tes,  1928-31,  Bureau  of  Agricultural  Economics  (Mimeograph.)      8/  Esti- 
mated consumption  for  the  calendar  year  1932  from  Long  Staple  Cctton,  U.S.  Tariff 
C  ommds  s  ion ,  p .  55 , 
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Table  9.-  Cotton,  Pl3tia  (Ancrican  Egyptian):    Price  at  Nev:  England 
Mill  Points,  production,  stocks,  exports,  disappear- 
ance, and  consTJnption,  1920-37 


Year 

"beginning 
Axig.  1 

rPrice  of  Pina: 
:IIo.  2  at  New  :Production 
: England  Mill  :  gf 
:Points    i/  : 

'  stocks 
*    Aug.  1 

:  Exports 

:  ^ 

:  U.S.  dis- 
:  appearance 
:  Jt/ 

!       U.  S. 

; consumption 
.  2/ 

Cents 

1,000 

1,000 

1,000 

1,000 

1,000 

per 

pound 

r^.uining 
"bales 

running 
"ba^es 

running 
"bales 

running 
"bales 

running 
"bales 

1920 
1921 
1922 
1923 

1925  : 

1926  : 

1927  : 

1928  : 

1929  ■  : 

6/ 

36.66 
UI.29 
58.31 
^.02 

3h71 

42.  71 
36.61 

92.  D 

37.1 
32.8 
22.  U 

^,3 
20.1 
16.2 
2U.2 
28.3 
28.8 

loh.  3 

59.5 
29.2 

9,5 
6.U 

5.S 
7.2 

5.1 

22.8 

16.8 

65.2 

36,0 

±y ,  u 
11.7 
19  ..7 
15.1 

13.5 
12.6 

Average  - 
1928-29  : 

39.66 

28.5 

6.5 

t 

13.0 

1930  : 
19^1  : 

1932  .  : 

1933  : 
I93U  : 

1935  : 

1936  : 

25.36 
20.65 
20.82 

26.75 
2k,  16 

26.93 
32.9^ 

23..3 

13.7 

8.H 

9.7 
lU.l 

17.6 
17.6 

8.1 

16'  7 

16.5 

9,S 
7.0 
8.6 
7.0 

1.1 

•  ~ 

,5 
,5 
.2 

.5 
.2 

13,6 
1"^  ^ 

ii+,6 
12.0 

12,3 
18. 7 
18.9 

15A 
12  U 
17^8 
12.5 
11.3 
21.  U 
20.1 

Average  : 
1930-36  : 

25.37 

1U.9 

10.5 

.5 

1U.8 

15.8 

1937  ! 

u  5.5 

1/    Hecords  of  Bureau  of  Agricu-ltiural  Sconomics. 

2/    Production,  stocks,  and  consunption  are  from  "Cotton  Production  and  Distri- 


"bution",  ar-nv3,l  reports  of  the  Bureau  of  the  Census. 

2J  S:vports  fron  Monthly  Suinnary  of  Eoreign  Cornnerce  of  the  United  States. 

hj  Production  plus  stocks  at  "beginning  of  season  less  exports  and  stocks  at  end 

of  season. 

5/  Average  of  first  11  nonths. 

6/  Average  of  last  9  nonths, 

jj  Prelininary. 
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Table  10,-  Fine  G-oods:    Type  of  long-Staple  cotton  used  in  fine 
goods  in  the  United  States  in  specified  years 


Type 


Sake liar idis   

Pioa  

Other  1-3/2  inches 

and  over   

Total  1-3/8  inches 

and  over   

American  Long-Staple 

Upland  

Egyptian  lepers  .... 
Other  1-1/8  to  1-3/8 

inche  s  

Total  1-1/8  to  1-3/8 
inches  : 


1^ 


Percent 


1.76 
3,35 

.10 


9^4.37 
.36 

.06 


9^.79 


Grand  total   :  100.00 


1,000  eq. 
500- Ih. 

I)  ales 


3.0 
8.2 


250.0 
.3 


1.13 

3.76 

.16 


1/ 
.U6 


9^.95 


Percent    ;  Percent 


100.00 


1.90 

2,61 


95.^ 
1/ 

1/ 


95.^0 


100.00 


1/     Included  with  Upland,  •  _ 

All  data  are  estiinates  from  the  United  States  Tariff  Conx.iission 
report,  "Long  Staple  Cotton",  1935.    Percentages  are  from  page  57. 
Bales  in  1932  from  page  55. 


I 


